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ADDRESSES BY STATE PRESIDENTS 
Address by 


STATE PRESIDENT OF THE VICTORIAN DIVISION 
MR. W. M. SCOTT, DIP. COM., F.I.C.A. 


Revision of Companies Acts 

Firstly you will note that in pursuance 
of a decision of General Council a Vic- 
torian committee was appointed to review 
company legislation in Australia. The com- 
mittee has directed its efforts especially to 
a consideration of the accounting pro- 
visions of the Victorian Companies Act of 
1938 in relation to the Cohen Committee 
Report and the corresponding provisions 
of the 1948 English Companies Act, and 
it is hoped that it will be in a position to 
submit its recommendations in the near 
future. 


Library Facilities 

The report on the facilities offered by the 
library should also be of interest to mem- 
bers. Our range of books compares more 
than favourably with any other library of 
a similar nature in Australia, and members 
are free to avail themselves of the services 
of the librarian, who, at short notice, can 
turn up references on practically any ae- 
counting or allied subject. 


Study Groups 


The study groups conducted by the Insti- 
tute are also commended to members. At 
present two groups meet regularly each 
month to discuss taxation matters, and the 
regular attendance of members month by 
month is the best tribute that can be paid 


to the benefits derived therefrom. The 
State Registrar would welcome suggestions 
from members with a view to the formation 
of other groups to study any subject of 
accounting interest 


Standards of Professional Conduct 

Reference is also made in the report to 
the obligation of members to observe the 
standards of professional conduct laid 
down by the Institute. Your Council has 
dealt with a number of eases during the 
year, particularly in relation to advertis- 
ing, and has taken suitable action in each 
case. Members must realise that, apart 
from preserving the status of accountancy 
as a profession, it is in the best interests of 
members that the ethical codes laid down 
by the Institute be strictly observed. 


General 


The report also deals with admissions to 
membership and to the examinations of the 
Institute, with the meetings held during 
the year in Melbourne and at the branches 
in Geelong and Ballarat, and also with the 
activities of the Students’ Society. 

Late T. F. Brennan and J. W. Newington 

It is with regret that I refer to the 
deaths during the year of Mr. T. F. Bren- 
nan and Mr. J. W. Newington. The report 
indicates the very considerable services 
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rendered to the Commonwealth Institute of 
Accountants by both of these gentlemen, 
and we are all the poorer for their passing. 
R. W. Chenoweth and A. A. Fitzgerald 

The report also refers to the well-de- 
served honour bestowed on Mr. R. W. 
Chenoweth by His Majesty the King, and I 
take this opportunity of adding my per- 
sonal congratulations. 

Reference is also made to the services 
rendered to this Institute in particular and 
to the accountancy profession in general by 
Mr. A. A. Fitzgerald, who retired during 
the year from his position of one of this 
Division’s representatives on General 
Council. Not the least of Mr. Fitzgerald’s 
services has been his editorship for many 
years of The Australian Accountant, and 
in this regard I would like to draw the at- 
tention of members to a new feature which 
he is introducing under the title of 
‘‘Clearing House,’’ and for which he will 
be inviting contributions from all readers 
of the journal. I appeal to members to 
assist Mr. Fitzgerald in this and other 
ways so that the high standard of the 
journal may be maintained. 


Registration of Accountants 

I now come to possibly the most import- 
ant matter referred to in the report, 
namely the vexed question of the steps to 
be taken to effect registration of account- 
ants. 

I first attended a meeting convened to 
deal with this subject some thirty years 
ago, and from time to time since the matter 
has been under discussion. 

Under direction of your General Council, 
the General Registrar, Mr. Andersen, pre- 
pared a draft Bill providing for the regis- 
tration of both practising and non-practis- 
ing accountants, and several meetings have 
been held with other institutes with a view 
to reaching agreement on the terms of the 
Bill so that it can be submitted to the Vic- 
torian Government with the support of 
all institutes. We are very hopeful that the 
steps now being taken will bring the matter 
to a suecessful conclusion, with benefits 
both to our profession and the public 
whom we serve. 

Function of Accountants 

It may be fitting to consider for a few 
moments the development of the profession 
which in our opinion makes this official 
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recognition essential, particularly as we are 
just commencing the second half of a cen- 
tury. 

It is safe to say that at the beginning of 
this century the main and, in fact, the only 
function of the commercial accountant was 
to act as book-keeper, and once, or at most 
twice, a year produce a balance sheet to- 
gether with a statement of some kind show- 
ing the results obtained for the period, 
whilst the function of the practising ac- 
countant was more or less to neatly tick the 
entries in the books and report on the cor- 
rectness of the periodical accounts. 

Now these functions remain, but the 
growth and development of industry, par- 
ticularly in the form of large company en- 
terprises, have literally forced the accoun- 
tant to direct his energies to other avenues 


Budgetary Control and Standard Costing 

Management now requires the accoun- 
tant to introduce some system of budgetary 
control involving both long-range and 
short-range forecasting of production and 
finance. And, linked with this budgetary 
control, it requires some system of stan- 
dard costing so that actual performances 
may be readily compared with planned 
achievements, and immediate remedial ac- 
tion taken if the results are falling short 
of the expected performance. 


Incentive Payments 

Another direction in which management 
looks to the accountant is in the planning 
of systems of incentive payment. In these 
days full employment has largely abolished 
the old incentive, namely fear of being out 
of a job and losing one’s means of liveli- 
hood. 


The emphasis is now on positive incet- 
tives, on rewards rather than on penalties. 
Apart from seeing that the plant is effici- 
ent, for the job required of it—which is 
largely outside the function of the aecoun- 


tant—there are many factors to be con- 
sidered, and it is necessary that the ac- 
countant should have some knowledge of 
the industry and the production methods 
employed. The system of payment should 
be as simply planned as possible so that it 
will be intelligible to the average employee, 
and the benefits of the increased production 
should be equitably shared between con- 
sumer, employer, and employee. 
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There is no time this evening to discuss 
in detail the variety of ways in which in- 
ventive payments may be made, but pro- 
vided he has a reasonable knowledge of the 
practical side of the industry in which he 
is engaged and also makes it his business 
to break down the barrier which so often 
separates the factory from the office, no one 
is better qualified than the accountant to 
advise in this regard. 


Consequences of Inflation 


Another matter which calls for attention 
by the accountant is the effect on the 
figures on which he is working of the rapid 
depreciation in the value of the £. 

For example, when preparing his budget 
figures he must allow not only for the in- 
creases arising from planned improvement 
in physical output, but also for the in- 
ereases due to price rises. In many cases a 
business may be on the decline as far as 
physical volume of output is concerned, 
and yet be showing higher money value 
sales than before, and the accountant is in 
a better position than any other officer of 
the organisation to direct attention to the 
real state of affairs. 

In the matter of public relations also the 
effects of inflation should be constantly 
stressed in annual company reports, as in 
too many cases increased profits are high- 
lighted in the Press when, if the relative 
index number were applied, it would be 
found that there had in fact been a sub- 
stantial decline. 

The basis of valuation of stocks on hand 
and the method of caleulation of deprecia- 
tion on fixed assets—whether it should be 
ealeulated on replacement values or on 
the cost shown in the books of account— 
are two of the many factors which eall for 
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careful examination, particularly as under 
present methods taxation absorbs a large 
portion of the profits which otherwise 
might be available for replacement of 
plant and stocks at inflated costs. At least 
one prominent company has been advertis- 
ing extracts from its annual report draw- 
ing attention to these matters, and I sug- 
gest that they might well become the sub- 
ject of discussion by study groups associ- 
ated with our Institute. 

I feel I have already said enough, and 
possibly on an occasion like this too much, 
on what [ feel to be some of the opportuni- 
ties of service open to the accountant both 
in the commercial and the professional 
spheres, and I hope that some of the youn- 
ger members of our profession here this 
evening will see fit to follow up my remarks 
with some real research into the many 
problems of public interest with which ac- 
countants are particularly qualified to deal. 

I take this opportunity of welcoming 
officially Mr. L. J. Williamson, Comptrol- 
ler of Accounts of the Victorian Railways, 
who was elected in December last to fill the 
vacancy on the Divisional Council arising 
from the death of Mr. Brennan. I hope 
that he will have a long and happy associa- 
tion with the Council, and we look for- 
ward to his assistance in conducting the 
affairs of our Institute. I also weleome 
Mr. D. L. Chipp, who since February has 
been appointed as State Registrar. The 
constant expansion of Institute activities 
rendered this step advisable, and, as Gen- 
eral Registrar, Mr. Andersen will now be 
able to devote a greater portion of his time 
to matters of general policy. I take this 
opportunity also of thanking Mr. Ander- 
sen and the Institute staff for the very 
valuable assistance they have given me 
during my year of office as State President. 


Address by 


STATE PRESIDENT OF THE QUEENSLAND DIVISION 
MR. J. V. WOOD, F.I.C.A. 


The various activities and happenings 
concerning this Division are covered in the 
report, which you all have had the oppor- 
tunity to read, but I should like to add a 
few brief comments before I move this 
motion. 


The main item of business on our agenda 
tonight differs a little from previous years, 


in that it provides also for the formal re- 
ceipt of the accounts of the Institute as a 


whole. This change in procedure is ex- 
plained in the report circulated to all mem- 
bers in Queensland, and also our Vice- 
President, Mr. R. A. MeInnes, will have 
something to say to you about our accounts 
when he seconds the motion which it is my 
privilege and pleasure to move. 
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I am happy to report that our Immedi- 
ate Past President, Mr. E. G. Manson, con- 
tinues to make a good recovery from his 
ill health. We councillors—and I am sure 
all other members—would have liked Mr. 
Manson to retain the Presidency for 
another year—certainly no one was more 
worthy of the office—but we deferred to his 
firm request that he should be allowed to 
relinquish the office. However, we have 
been fortunate in retaining the benefit of 
his experience and advice at the Council 
table. 

Mr. G. F. Offner’s resignation was re- 
ceived with considerable regret. For some 
time he had found it increasingly difficult 
to attend to Council affairs because of other 
responsibilities. Few have given longer use- 
ful service to the Institute than Mr. Offner. 
Originally a Fellow of the Queensland In- 
stitute of Accountants, he became a Coun- 
cillor of the Commonwealth Institute in 
1921 when the Institutes merged. He served 
as State Vice-President, State President, 
represented us on General Council, and in 
1932 held the highest office—that of Gen- 
eral President. 


We were very pleased and count our- 
selves fortunate that Mr. J. M. Cavaye was 
able to accept the vacancy created by Mr. 


Offner’s resignation. He is well known to 
all of us as a member of long standing, 
and more widely known as the Acting 
Deputy Commissioner of Taxation for 
Queensland. The many State and Common- 
wealth officers among our members will 
particularly welcome this addition to Coun- 
cil of a high-ranking Commonwealth execu- 
tive. Unfortunately Mr. Cavaye was unable 
to attend tonight owing to ill health, and 
has asked that I tender an apology for his 
absence. 

Our Annual Research Lecture, given by 
Mr. G. E. Fitzgerald, was well received as 
a very useful contribution to the profession 
in this city. This lecture was also the ocea- 
sion for two successful experiments in this 
Division. One was the arranging of pre- 
pared commentaries to follow the lecture, 
and our thanks are due to Mr. Baker and 
Mr. MeInnes for delivering these commen- 
taries. The other experiment was a mem- 
bers’ luncheon to enable members to meet 
the lecturer. With previous similar lun- 
cheons some years ago, the response from 
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members had been poor, but it was decided 
to make another attempt, which was a com- 
plete success. We look forward to arrang- 
ing other similar luncheons in the coming 
year with a view to giving members an op- 
portunity of getting to know each other 
and building up a spirit of understanding 
fellowship which is difficult, if not impos- 
sible, to obtain if we meet each other only 
at our annual meeting. 


At this juncture, gentlemen, I wish to 
make particular reference to our younger 
members. 


The younger members have been urged 
constantly not to regard the admission to 
Institute membership as the end of study 
in accountancy. They have been reminded 
of the widening scope of the practice and 
theory of accountancy. They have had im- 
pressed upon them that many vital prae- 
tical issues are still unresolved. They have 
been exhorted to use the Institute facilities 
and to take an active interest in Institute 
affairs. These things need to be said, and 
said often, but it would be inappropriate to 
address such remarks to this meeting to- 
night without considerable qualification. I 
say this, gentlemen, because there has been 
during the year under review a most en- 
couraging surge of vitality and enthusiasm 
from our younger members in this Div- 
ision. This is evidenced by the reorganisa- 
tion of the Student Group into a Students’ 
Society of the Institute, and also by the ex- 
pressed desire of Institute members of this 
Society to exercise a more active and direct 
influence on the Division’s work. Reference 
to this activity has been made in the report, 
and Mr. MeInnes will make further refer- 
ence to it later. This surge of practical en- 
thusiasm among young members is warmly 
welcomed by your Council, as it must be 
by all interested in the welfare of the In- 
stitute and the profession. And it is here 
appropriate that I speak with candour re- 
garding Council. The first point I make is 
that the activities and opinions of younger 
members are regarded by vour Council as 
of major importanece—our Vice-President, 
Mr. MeInnes, was particularly weleomed to 
Council because of his special interest in 
student activities of young members. The 
other point I bring under your notice 1s 
that any full Associate or Fellow is eligible 
for nomination as a Councillor. 
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During 1950 membership again showed a 
satisfactory increase. But we do not accept 
this as our chief measuring stick of the 
Division’s progress. The indicator of our 
real progress is to be found in less tangible 
form. It is the persistent movement to- 
wards higher standards through profession- 
al pride, enthusiasm, and a sense of com- 
munal responsibility. It is the movement 
and change that can be clearly seen only in 
historical perspective. Nevertheless, I do 
not speak extravagantly when I say that, 
in our Division, 1950 was a year of definite 
progress. 
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I take this opportunity to thank all mem- 
bers of the Council for the time and energy 
they have given to Institute affairs and for 
the friendly and willing co-operation and 
advice each one of them has extended to 
me. My special thanks go to our State 
Registrar, Mr. Amies, for his unremitting 
and most efficient assistance and guidance 
throughout the year. 


Also, through this address, I extend 
greetings and good wishes to those country 
members who are unable to attend this 
meeting. 





FIFTY YEARS OF FEDERATION 


Sirk RoBERT GARRAN, G.C.M.G., K.C., M.A., LL.D, 


(An address to members of the New South Wales Division of the Institute 
at a luncheon meeting in Sydney on Thursday, 15 March 1951.) 


This year is a jubilee year twice over; 
it is the jubilee year of the twentieth cen- 
tury, also of the Commonwealth of Aus- 
tralia, which was born on the same day. 
Besides being the Commonwealth’s birth- 
day, it is also its golden wedding—the 
golden wedding of the six States who fifty 
years ago came together and now celebrate 
fifty years of connubial bliss varied at 
times by a slight matrimonial tiff. The mat- 
ter can be treated from various points of 
view: there is the constitutional, the eco- 
nomic, the industrial, the cultural, and 
many others. But I shall confine myself 
to the constitutional point of view, which 
is the one with which I am most familiar. 
I have often been asked : Has Federation 
turned out as you expected? Well, that’s 
a question like: Have you left off beating 
your wife yet? You can’t answer it ‘‘ Yes’’ 
or ‘‘No.’’ So many unexpected things have 
happened in that fifty years. The makers 
of the Constitution had not the gift of 
prophecy ; no one expected that the period 
would see two World Wars and the threat 
of a third. No one foresaw that the cus- 
toms and excise revenues would grow in 
that period from six millions or thereabouts 
to over a hundred millions; no one foresaw 
the tremendous increases in taxation. I re- 
member when we were talking and fighting 
about the Constitution in 1901, they used to 
say that the limits of taxation had already 
been reached. No one foresaw what the 


effect of all these things would be, includ- 
ing the coming of the modern welfare 
State. Our federal Constitution has had to 
adapt itself to all these happenings. The 
fathers meant the Constitution to be able to 
adapt itself to all contingencies, and I 
think, on the whole, it has done that fairly 
well. It has weathered two World Wars 
and the intervening depression, and I 
think perhaps the best short answer to the 
question is that Federation has stood up to 
expectations, though often in a quite unex- 
pected way. 

The actual textual amen ment of the 
Constitution was not meant to be easy, and 
has probably turned out to be a little more 
difficult than was intended. That is due to 
the very conservative nature of the insti- 
tution which used to be worshipped by 
democracy: the referendum. Many pro- 
posed amendments have got through Par- 
liament, but only twice has a really signifi- 
cant amendment passed the ordeal of the 
referendum. The first is that of the finan- 
cial agreement, which was passed under the 
stress of dire necessity in the depth of the 
between-wars depression. The second was 
the recent amendment giving to the Com- 
monwealth Parliament power over a wide 
range of social services. It seems to need 
either the pinch of necessity or the strong 
appeal of self-interest to overcome the re- 
luectanee of that coy maiden, the referen- 
dum, to say yes. 
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Fifty Years of Federation—continued 

Now, with much diffidence to this audi- 
ence, Mr. Chairman, I will say a few words 
about the financial amendment, which 
greatly strengthened the position of the 
Commonwealth in relation to the States. 
Defining the financial relations of the cen- 
tral government and the States in a Fed- 
eration is always a hard problem for con- 
stitution makers. The central authority 
must be given wide taxing powers, and the 
States must be left adequate resources. 
What their relative needs would be over a 
long period it is impossible to forecast. In 
Australia, as you know, the Commonwealth 
was given exclusive power to impose cus- 
toms and excise duties and concurrent 
power over all other forms of taxation. 
Apart from customs and excise, the States’ 
power to tax was untouched except—and 
in these days of taxation it is a very big 
exception—that Commonwealth taxes take 
priority and the States can only collect 
from what is left. It was clear to the con- 
vention that, at the outset, the customs and 
excise would be vastly more than the Com- 
monwealth would need and that the bal- 
ance must be returned to the States, but 
the Colonies wanted some guarantee that 
the return surplus would be adequate, and 
of the many guarantees suggested the one 
chosen was called the Braddon Clause, or, 
by those who don’t like it specially, the 
Braddon Blot, which returned to the States 
three-fourths of the customs and excise 
revenue. Now, that provision passed by the 
convention was permanent, but after the 
failure of the first referendum in New 
South Wales Sir George Reid succeeded in 
persuading the other States to agree to its 
being alterable in ten vears. It was for- 
tunate because, as a permanent clause, it 
would have been highly embarrassing to the 
Commonwealth with all its war commit- 
ments. 

When the ten years expired, the Com- 
monwealth terminated the Braddon Clause 
and substituted capitation grants to the 
States, to which were added a sum of 
special aids for roads and special grants to 
Western Australia and South Australia 
and, later on, to Tasmania. World War I 
greatly increased the Commonwealth’s lia- 
bilities, and then in the between-wars de- 
pression it was realised that the States and 
the Commonwealth had been competing 
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recklessly on the London loan market and 
credit was falling and expenditure was ex- 
ceeding revenue. Necessity then compelled 
the States to accept that financial amend- 
ment. Under the agreement the Common- 
wealth took over the States’ debts, contribu- 
ting towards payment of interest on the 
sinking fund, with drastic reduction by 
Commonwealth and States of all adjust- 
able expenditure, conversion of all internal 
debts for a reduced rate of interest, reduc- 
tion of rates of bank interest, and so forth. 
At the same time the Loan Council was 
established, which controlled future bor- 
rowings for State and Commonwealth pur- 
poses ; but all that it did, undoubtedly, was 
to greatly increase the Commonwealth con- 
trol over finance. Later, to finance World 
War II, the Commonwealth imposed heavy 
increases in income tax, to an extent that 
the States were squeezed out of the field, 
the Commonwealth making the States com- 
pensatory reimbursements so long as they 
refrained from imposing income tax of 
their own. The only comfort to the tax- 
payer is that he only has to send in one 
set of returns; otherwise his pocket gets no 
relief. 


This legislation was challenged by some 
of the States, but the High Court upheld 
it. As a result, the States’ resources for 
raising taxation for themselves are now 
very restricted, but further grants by the 
Commonwealth as determined by the Com- 
monwealth Grants Commission relieved the 
States’ chief necessities. The system which 
provides the States with revenue which 
they haven’t the responsibility of raising 
for themselves is certainly not ideal, but it 
seems to have been inevitable and, on the 
whole, it seems to have worked reasonably 
well. The resulting payments by the Com- 
monwealth to the States in the present 
times, including income tax reimbursement, 
are perhaps not much short of what they 
would have received under the Braddon 
Clause if it had continued. For 1948-9 they 
received from the Commonwealth some- 
thing like eighty million pounds, and they 
make an annual appeal, not always unsuc- 
cessfully, for further grants. But it has to 
be remembered, also, that the Common- 
wealth has assumed large responsibilities 
for social services, which now cost, I be- 
lieve, from eighty to ninety millions a year. 





May, 1951 


The Australian Accountant 


CURRENT PROBLEMS DISCUSSED IN 


OVERSEAS 


In these notes, from month to month an 
attempt is made to classify articles which 
have come under notice into compartments 
of accounting. Sometimes this is not easy 
because of the overlap between the depart- 
ments. Occasionally one comes across an 
article which defies classification. One such, 
in The Accountant of the 25th November, 
by J. Clayton, is entitled ‘‘Is Accounting 
Really Necessary?’’ Mr. Clayton raises 
and discusses the provocative question: Are 
we necessary evils, or do we make a useful 
contribution to the life of the society in 
which we live? He does not pull his 
punches, for he speaks of the turgid flood 
of modern accounting, the multiplication 
of returns, accounts, ete., of varying kinds 
for diverse purposes. For this flood ac- 


JOURNALS 


countants are not entirely to blame. It is 
the product of social conditions, but there 
is an evident danger that accounting may 
become an end in itself. He believes that 
accounting has reached a decisive historical 
stage in its development. The accountant 
of the future will be a bloodhound, rooting 
out inefficiency in all its manifestations. 
Financial accounting will become subsidi- 
ary to this main function. Published ac- 
counts should be informative, should be 
brief, and should show the real trend of 
results. With the forthrightness which 
characterizes the whole article, Mr. Clayton 
describes as ‘‘unnecessary accounting’’ the 
inclusion of sums calculated on the basis of 
alleged replacement cost; time wasted on 
such calculations, he says, would be better 
devoted to eash budgets. 


MANAGEMENT ACCOUNTING 


A. B. Waring, in The Accountant of the 
llth November, on industrial management 
and the accountant, maintains that ‘‘The 
focal point of an industry is the floor of 
the shop. It is the efficiency of the factory 
that spells success, and lack of efficiency 
spells disaster. The purpose of designs, 
administration, and sales departments is to 
further the efficiency of the factory. All 
else is subordinate.’’ The over-all plan or 
policy of a business must give consideration 
first of all to the factors that influence fac- 
tory efficiency, and secondly to the factors 
that influence the efficiency of all other de- 
partments. The ‘‘vital statisties’’ which 
every industrial business needs are master 
charts, showing objective and actual per- 
formance, for— 


product design, 
product quality 


(as measured by 
claims under 
by custo- 


faults, 
returns 


scrap, 
guarantee, 
mers ), 
productivity 
eal), 
product cost, 
production, 
total saleable stocks, related to a 
cyclical objective curve based on 
seasonal sales demand. 


(labour and_ techni- 


Specimens of these master charts are in, 
cluded in the article. 

‘‘Industrial Accounting in U.S.A.,’’ by 
Ian T. Morrow, in Accountancy, December, 
is an article by the leader of the U.K. Man- 
agement Accounting Team which visited 
U.S.A. last year. The outstanding im- 
pressions of the result of the visit were— 

the importance of the use of plans 
and forecasts, 
development of special aeccount- 
ing reports instead of masses of 
routine reports, 
the integration of financial and man- 
agement accounting, 
preponderance of some form of 
standard costing, and 
emphasis on office organisation 
to reduce the cost of costing. 


the 


the 


the 


Mr. Morrow notes that marginal costing 
is comparatively rare even in U.S.A. 

F. W. Peake, in Cost and Management 
(Canada), November, discusses the signifi- 
cance of sales volume in establishing list 
prices, and explains how to establish ac- 
curate selling price differentials for quan- 
tity orders. The article relates specifically 
to a business (pharmaceutical manufactur- 
ing) with a high ratio of fixed expense. 
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In Cost and Management (Canada), De- 
cember, J. M. Thompson, in an article en- 
titled ‘‘Making Use of the Facts,: Is the 
Information Factual?’’ points to the great 
difference between information based on 
accounting concepts and that which is 
factual. In preparing and presenting 
financial information, two important ques- 
tions which must be given careful consid- 
eration are the purpose for which infor- 
mation is to be used, and by whom it is to 
be used. Cust and Management (Canada), 
November, contains the second part of a 
thesis by J. Grant McKnight on cost ac- 
counting in a diversified food industry. The 
first part appeared in the October issue. 
The second part deals with inventory con- 
trol, sales analysis, control of distribution 
costs, and presentation of information. 


The Cost Accountant, January, contains 
several papers delivered at the London 
Regional Conference of the Institute of 
Cost and Works Accountants, in December 
1950, and discussions thereon. Three of 
these papers dealt with labour turnover. 
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These were: 
‘‘Labour Turnover as a Measure of 
Control,’’ by P. H. Cook, Senior 
Industrial Psychologist, Depart- 
ment of Labour and National 
Service, Australia ; 
‘Social Cost of High Labour Turn- 
over,’’ by H. G. Knight; and 
‘Cost of Labour Turnover,’’ by 
H. J. Furness. 
Another paper by HI. A. Simpson dealt 
with incentives. 

F. A. Callaby, on development of the 
internal audit, in The Accountant’s 
Journal (England), December, describes 
the internal audit as a continuous audit of 
the organisational details of an undertaking 
—the appraisal function in management. 
An important question examined in the 
article is whether the internal auditor 
should report to the treasurer or secretary, 
the controller or ‘‘super chief’’ accountant, 
or the president or managing director. He 
concludes that in a large organisation the 
report should be made to the management, 
in a small organisation to the accountant. 


STOCK-IN-TRADE 


In The Journal of Accountancy, Jan- 
uary, Maurice E. Peloubet, who for many 
years has been in the forefront of discus- 
sions in U.S.A. on methods of accounting 
for stock, writes an article entitled *‘ Choice 
of Inventory Methods Depends on Specific 
Needs of Each Business.’’ He stresses the 
importance of the ‘‘most nearly correct’’ 
statement of earnings as compared with 
‘‘as correct values as possible’’ in a _ bal- 
anece-sheet. He goes on to discuss the eir- 
cumstances in which various inventory 
methods are applicable. Methods examined 
are: 

identification, 
FIFO, 
average, 
LIFO, 

retail, 


market price less cost of disposition, 


normal stock, 
standard cost. 


‘‘No one inventory method is satisfactory 
for use in all situations, and there are few 
situations where the best solution is to 
carry one method consistently throughout 
the entire inventory.”’ 


In The New York Certified Public Aec- 
countant, December, J. P. Friedman en- 
quires should retailers adopt LIFO this 
year? After a description of the LIFO 
method and its advantages, and a summary 
of experience with the use of the LIFO 
method shown by a survey conducted by 
the American Institute of Accountants, 
Mr. Friedman proceeds to examine the con- 
siderations involved in a proposal to adopt 
LIFO this year. He emphasises the point 
that LIFO is a cost basis, not a cost-or- 
market basis. Considerations counting in 
favour of LIFO are expected substantial 
increases in the price-level and in rates of 
tax. Considerations counting against adop- 
tion are expected decreases in_ stocks 
carried. On balance, Mr. Friedman con- 
cludes it is likely to be advisable for retail- 
ers to adopt LIFO this year. It should, of 
course, be noted that the whole argument is 
based upon U.S.A. tax laws, which permit 
greater latitude in inventory methods than 
do the Australian tax laws. 

In The Journal of Accountancy, Jan- 
uary, Alfred Kaplan describes how to 
establish and operate accounts (including 
project costs and financial accounts) for a 
small contractor. 
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PRESENTATION OF ACCOUNTS 


A short article by T. G. Rose in The Ac- 
countant of the 18th November, on presen- 
tation of accounting results, is described 
by the author as an appeal for clearer ac- 
counts. By a simple example of the re- 
arrangement of a profit and loss account, 
Mr. Rose contrasts the confusing two-sided 
form with a simple tabulated statement. 

II. Nuteombe Hume, Chairman of Char- 
terhouse Investment Trust Ltd., in The 
Accountant of the 16th December, ex- 
amines the use of published accounts from 
the viewpoint of an investor. Mr. Hume 
says that accounts nowadays are published 
for the information of proprietors, cus- 
tomers, suppliers, employees, bankers, and 
the Government, and questions whether ac- 
counts in the form in which they are now 
prepared and issued best serve all these 
purposes. He goes on to discuss the im- 
portance of the annual report, the pros and 
cons of preparation of separate statements 
for employees, the desirability of speed in 
publishing accounts and of simplicity of 
presentation, and vertical forms of ac- 
counts. Disclosure of the basis of valuation 
of assets is a controversial point. Mr. Hume 
is doubtful about the wisdom of insistence 
upon this information. The article ends 
with a striking comment: ‘‘I would like 
to conclude by saying that from my now 
very long and wide experience in doing 
business with your profession, the small 
ficient firm of accountants can be just as 
useful as the big, and no finance house of 
repute will ever try to influence a board of 
directors away from such a firm, and no 
big firm of accountants would wish them to 
do so.’’ 

‘Recent 
niques in 


New 
A re 


Tech- 
Being 


Statements Show 
Annual Reporting 


Widely Used”’ is the title of an article by 
John B. Inglis in The Journal of Account- 
ancy, December. The article is based on 
a study of current practice in more than 
525 American corporations, recently pub- 
lished by the Research Department of the 
American Institute of Accountants under 
the title ‘‘Aceounting Trends and Tech- 
niques in Published Annual Corporate Re- 
ports, 1950 Edition.’’ Aspects discussed 
by Mr. Inglis include the use of the narra- 
tive form of balance-sheet and of non- 
technical language, inclusion in the reports 
of explanations of accounting terms used, 
the single-step form of income statement 
instead of the ladder-form, combined state- 
ment of income and surplus, the use of 
comparative figures, and the disposition of 
funds statement, which is not as much used 
as it should be. ‘‘Each year more com- 
panies endeavour to express their financial 
statements in simpler forms and more un- 
derstandable terms, and to replace conven- 
tional accounting terms with language 
more easily understood.’’ Much progress 
has been made recently, but there are still 
serious troubles to be overcome, for ex- 
ample, the confusion which arises from the 
common uses of the terms ‘‘surplus’’ and 


‘ reserve.’’ 


In The Journal of Accountancy, Jan- 
uary, Alexander Bac describes the advan- 
tages, as compared with the conventional 
statement of income, of a ‘‘break-even”’ 
income statement. The essence of a break- 
even income statement is that it would 
show what is described as marginal in- 
come, from which is deducted fixed ex- 


pense. 


BUSINESS FINANCE 


Two articles of particular interest on 
business finance are in Accountancy, De- 
cember and January. In December, John 
b. Braithwaite discusses methods of finane- 
ing companies under present-day condi- 
tions. He classifies these methods as: bank 
finance, issuing house finance, finance 
through industrial development corpora- 
tions, appeals to the public, and self-finane- 
ing (a) by raising of funds from existing 
shareholders and (b) by ploughing back 
profits. 


In the January issue there is a report of 
a lecture by John T. Corbett on financing 


the medium-sized firm. Mr. Corbett’s 
classification of methods is: 
Temporary— 
Overdrafts 
Acceptance credits 
Hire purchase finance 
Permanent— 
Retained profits 
Shareholders 
Customers and suppliers 
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Permanent (continued )— 
Mortgages 
Sale of property and lease back to 
the business 


ACCOUNTING 


The Journal of Accountancy, December, 
contains the text of bulletin No. 40 of the 
Committee on Accounting Procedure of the 
American Institute of Accountants, which 
deals with the accounting treatment of 
business combinations. The bulletin dis- 
tinguishes between two forms of combina- 
tion, and the accounting treatment in 
these two circumstances. These are: 


(a) a combination, or pooling of in- 
terests, under which the old 
ownership continues; and 
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Placiag of unquoted securities 

Development of companies 

Issue of securities to the public 
through the Stock Exchange. 


STANDARDS 
(b) a combination, or purchase, 

under which a new ownership 

takes over. 
In essence, the bulletin says that in (a) no 
new basis of accountability arises: the old 
book values and retained income are pro- 
perly carried forward. In (b), on the other 
hand, the assets acquired should be re- 
corded in the books of the acquiring com- 
pany at cost, measured in money or the 
fair value of other consideration given, or 
at the fair value of the property acquired, 
whichever is more clearly evident. 


ACCOUNTING AND INFLATION 


In The Journal of Accountancy, Decem- 
ber, Edward B. Wilcox and Howard C. 
Greer state the case against price-level ad- 
justments in income determination. They 
examine the arguments for change in ortho- 
dox accounting practices under three head- 
ings: the replacement fund theory, calls 
for ‘‘ economic income,’’ and the units of 
purchasing power approach. The replace- 
ment fund theory, they maintain, is based 
on the assumption of indefinitely long life, 
which is not valid for more than a limited 
group of business enterprises. Moreover, 
charges made in anticipation of replace- 
ment rather than as a reflection of replace- 
ment would not conform to the general 
understanding of accounting. The theory, 
in fact, depends on impossible prophecy, 
and is born of confusion between financial 
requirements and income determination. 
Dealing with economic income, they say 
that the meaning of this term is far from 
clear. In many cases, the relatively limited 
device of charging against income current 
value of costs consumed would fall short of 
achieving anything which could set forth 
changes in economie position. Accounting 
for economic income depends on appraisals 


which are impossible. In short, the pro- 
posal, they say, is to stop keeping track of 
things in terms of money, and to start keep- 
ing track of money in terms of things, but 
without any clear or complete notion of 
how it is to be done, or even whether or not 
it ean be done. Under the units of purchas- 
ing power approach, revenue and charges 
against revenue would be stated in terms of 
units of the same purchasing power. This 
is said to be done by such methods as the 
LIFO method of accounting for stock, and 
the use of index numbers for accounting 
for depreciation. The writers’ comment is 
that purchasing power is easy to talk about, 
but difficult to define. One serious problem 
would be to decide what index to use. Most 
indexes are averages, and averages are 
notoriously misleading. 
‘*The diverse uses to 


which financial 


statements are put call for basically con- 
sistent, understandable presentations, ad- 
aptable by intelligent but not clairvoyant 


readers to their own needs. Price-level ad- 
justments do not lend themselves to such 
presentation. ’’ 

The same issue of The Journal of Ac- 
countancy eontains a memorandum in re- 
ply by G. O. May. 


COMPANY LAW 


An article by John Charlesworth in The 
Accountants’ Journal (England), Decem- 
ber, is entitled ‘‘The Companies Act, 1948 
—Some Practical Defects and Advan- 
tages.’’ Defects are said to be these: 


(a) doctrine of ultra vires should have 
been abolished, thus enabling the 
memorandum of association to be 
dispensed with; 

(Continued on page 170) 
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(b) requirements relating to accounts 
have effected a far-reaching im- 
provement, but there are still defects 
—for instance, the auditor’s report 
is too long and too repetitive, and 
gives the impression that auditors 
are protecting themselves against 
the possibility that the accounts do 
not do what they report they have 
done; the expression ‘‘true and 
fair’’ as applied to accounts is re- 
dundant—why not merely ‘‘true’’?; 
so far as the profit and loss account 
is concerned, most of the important 
details are not required to be shown, 
and in respect to disclosure the 1948 
Act is only a very slight improve- 
ment on the 1929 Act; 
redemption of preference shares— 
the capital redemption reserve fund 
serves no useful purpose, and it is a 
pity the opportunity was not taken 
to dispense with it; 
age limitation of directors—this is 
surely a matter of domestic concern, 
and the provisions of the Act have 
apparently not resulted in any 
material reduction in the age of 
directors ; 
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(e) exempt private companies may be 
expected to increase, but many of 
the provisions appropriate to other 
kinds of companies still apply to ex- 
empt companies. 


One of the most difficult problems is 
barely dealt with by the Act, i.e. the prob- 
lem of an employee who takes shares in the 
belief that, as a shareholder, he will 
strengthen his hold on his job. When he is 
sacked, he often finds that he cannot get a 
buyer at a satisfactory price. A step in the 
right direction would be to enlarge the 
powers of the Court to make a winding-up 
order. 


An article of great topical interest is 
‘*Distribution of Unrealised Profits: A 
Study in Company Law,’’ by Walter B. P. 
Holt, in The Accountant of the 9th Decem- 
ber. This well annotated article examines 
the legality and legal consequences of 
writing up assets above cost. Particular 


attention is given to the question: in what 
circumstances may unrealised revenue and 
capital profits legally be brought into the 
profit and loss account, and to what pur- 
poses the capital reserve which originates 


from unrealised capital profits may be ap- 
plied ? 


VALUATION OF SHARES 


A lecture by James T. Dowling on valua- 
tion for death duty purposes of unquoted 
shares, in The Accountants’ Magazine 
(Edinburgh), December, includes a dis- 
cussion of the leading cases, such as the 
Crossman and Paulin eases, and deals par- 


ticularly with restrictions on transfer and 
other hindrances to marketability. Brief 
summaries are given of the facts and de- 
cisions in these two cases, and in four other 
examples. 


VALUATION OF GOODWILL 


In The Journal of Accountancy, Janu- 
ary, George T. Walker maintains that ac- 
countants’ present concept of goodwill de- 
pends upon unusual earning power. This 
idea is much different from those developed 
in the courts over the years. The definition 
of goodwill as now used by accountants is 
built on the term ‘‘excess profits’’ or 
‘super profits.’’ Much the same note is 
struck in extracts in the same issue of the 
Journal from a paper by Norman J. Len- 
hart entitled ‘‘What is Goodwill? How is 


it Computed ?”’ 

Accountancy, January, publishes notes 
intended as a summary of some points of 
view on the problems of valuing goodwill 
in practice. Points covered include: 


the factors to be considered in deciding 
how far past results may be taken 
as a guide to the future; 
adjustments necessary to past profits; 
capital required and reasonable yield ; 
the annuity method of valuation. 


AUDITING 


A lecture which should be most useful, 
particularly to students, and which also 
contains some shrewd comments which will 
be valuable to practitioners, is ‘‘Modern 
Approach to Auditing,’’? by G. F. Saun- 


ders, in The Accountant of 23rd Decem- 
ber. The broad scope of the lecture is in- 
dicated by the aspects discussed. These 


include : 
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changes in standards, 
form of audit report, 
the auditor’s view of the psychological 
aspect of an audit, 


the auditee’s view of the psychological 
aspect of an audit, 

independence of the external auditor, 
and the relationship of the external 
audit to the internal audit, 

clarity and consistency in accounts, 

accounting terms, 

acceptance of evidence from _ third 

parties, 
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auditing in relation to accounting for 

stock-in-trade, 

mechanised records, 

audit programmes. 

P. F. Seymour, in The Canadian Char- 
tered Accountant, December, deals with the 
subject of definition of an audit as distinet 
from accounting work or investigations. 
Specifically, he discusses the scope of work 
agreed upon between client and auditor 
which may rightly be considered as an in- 
tegral part of the audit programme, and 
types of examination which may or may 
not be classed as audits. In Mr. Seymour’s 
view, the audit report is the essence of an 
audit. 


ORGANISATION OF PUBLIC ACCOUNTANTS’ OFFICES 


Alan Grant Mann, in The Journal of Ac- 
countancy, December, describes how to 
train staff men to make an effective ac- 
counting organisation. Essentials are 
keeping up technical training, maintaining 
uniformity in the work of the staff and in 
their working papers, and the enecourage- 
ment of individual specialization. ‘‘It is 
the trained theorist, rather than the man 
with the practical experience, who will 
prove to be the best staff man in the long 
run, but only if he is not given too much 
responsibility before he gets that necessary 
practical training.’’ Mr. Mann advocates: 

(a) regular, periodic classes in which 

staff members can pursue a definite 
course of study; attendance at these 
classes should be non-paid, and the 
classes should be held outside busi- 
ness hours ; 

standardisation of working papers 
and of indexes thereof ; 
encouragement of — specialisation 
where members of staff show likings 
or aptitudes for particular branches. 

On both sides of the Atlantic, great in- 
terest is being shown in the problems of 
the smaller practitioner. In The Journal 
of Accountancy, January, William B. Isen- 
berg shows how close attention to clients 
and sound staff training help the smaller 
practice to grow. The article has many in- 
teresting comments on the means of get- 
ting and holding clients, the need to base 
charges on the value of the service with 
reference, where necessary, to inability to 
pay, how to educate the client as to rea- 
sons for and necessity of accounting pro- 
cedures, and staff training by such means 
as meetings, staff bulletins, and _ staff 
manuals. 


In The Accountant of the 2nd December, 
J. E. Critchley, ‘‘The Small Practice: 
Personal Advice the Greatest Asset,’’ be- 
gins with a humorously written account of 
a typical day in the life of a small prac- 
titioner. It goes on to discuss his problems 
under the headings of : 

Office organisation 

Fees 

Inclusive fees or special charges 

Moral standards as, for example, when 

dealing with tax evaders 

Growing pains of a practice 

The wisdom or otherwise of specialisa- 

tion, and 

The importance of income tax practice. 


The addresses of publications referred to in this 
article are as follows: 
The Accountant, 
4 Drapers Gardens, 
London, F.C.2, England. 
Accountancy, 
Incorporated Accountants’ Hall, 
Temple Place, London, W.C.2, Eng. 
Cost and Management, 
66 King Street East, 
Hamilton, Ontario, Canada. 
The Cost Accountant, 
63 Portland Place, 
London, W.1, England. 
The Accountants’ Journal (England 
22 Bedford Square, 
London, W.C.1, England. 
The Journal of Accountancy, 
270 Madison Avenue, 
New York 16, U.S.A. 
The New York Certified Public Accountant, 
677 Fifth Avenue, 
New York 22, U.S.A. 
The Accountants’ Magazine (Edinburgh 
4 Rothesay Place, 
Edinburgh 3, Scotland. 
The Canadian Chartered Accountant, 
10 Adelaide Street East, 
Toronto, Ontario, Canada. 
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COSTS AND PRODUCTION STANDARDS 


by 


Haroup B. WILLIAMSON, A.1.C.A. 


PART II 
PRODUCTION STANDARDS — Continued 


(3) Production Control 

(A) Intrropuction.—The following prin- 
ciples, of which the appended illustrations 
clearly define all stages of production, have 
been set out as of advantage whether out- 
put is standard or job order. When inter- 
locked with costs standards, they 

1) save production time, 
(2) save production costs. 

The various illustrations are best fol- 
lowed with the diagram headed ‘* Produc- 
tion Control.’’ (See Example A, p. 175, 
post.) 

The production engineer or works mana- 
ger may have control of the whole sequence 
of events, or service departments known as 
drawing office, planning, progress, and in- 
spection departments be created. 

As can be seen, the medium of control is 
the instruction sheet forwarded to the pro- 
gress department for compilation of all de- 
tail sheets, charts, and production schedule. 
The inspection department is a separate 
entity, and only affects output to the ex- 
tent of rejects ete. 

The mediums of control are: 

(B) Factory order. 

(C) Instruction sheet. 

(D) Specification sheet. 

(E) Machine load ehart. 

(F) Route and progress sheets. 
(G@) Progress chart. 

(H) Production schedule. 

(B) Factory Orper. — Follows receipt 
by the production manager of order to 
manufacture. It not issued without 
authority of the production manager or 
authorised executive, and should accom- 
pany all specification and route sheets. (See 
Example B, p. 176, post.) 


IS 


(C) Instruction Sueet.—Upon receipt 
ot an order for the execution of work, the 
essential requirements are an estimate by 
the production engineer of material costs, 
labour costs and time, and machine or 
labour hours. Material costs are easily 


ascertained ; all other information requires 
a high degree of technical ability to attain 
maximum efficiency. 

Operation study, the basis of the instruc- 
tion sheet, is an analytical science, consist- 
ing as it does of motion and time study. 
Motion study is the scientific analysis of 
all fundamental elements (motion or men- 
tal) encountered during the course of 
manufacture, with a view to the diseovery 
of best methods and elimination of waste 
effort ; time study—the application of sueh 
knowledge to a particular order. 

As the engineer will be conversant with 
machines most suitable for desired produc- 
tion and time the average workman should 
take for a particular operation, this type 
of sheet will be found (irrespective of 
operation study) of inestimable worth; it 
not only sets out time for preparing the 
machine for duty and for returning fools, 
inspection, ete. after completion of the 
order, but becomes the foundation from 
which progress charts, progress and route 
sheets, and machine load charts are built 
up. 

The example shown as partly completed 
outlines the principle. Operation time for 
one unit is first ascertained, multiplied by 
(lesired output, and a certain percentage 
added to cover contingencies. The heading 
‘*Machine’’ should include name _ of 
machine and class to which it belongs. 
Iland labour will be’ indicated’ likewise. 
‘*Group’’ and ‘‘Symbol’’ refer’ to assem- 
bly, sub-assembly, etc. (See Example °C, 
p. 176, post.) 

(D) SpeciricaATION SHEET. 


Specifica- 
tion, or specification analysis sheets are of 


many and various types. They may take 
the form of a printed list containing full 
information as to parts or’ sub-assemblies 
for an assembly operation (in which case 
they can become an order immediately 
upon requirement), .or. be: a sheet; similar 
to the example shown, to be eompiled by 
the production engineer and. forwarded 
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Costs and Production Standards—continued 
with the factory order and route sheets to 
all departments concerned and the costs 
office immediately production is entered 
upon. 

They are a necessary adjunct to all 
scientific production, setting out all re- 
quirements with regard to operation which 
they, together with the route sheets, con- 
trol. (See Example D, p. 177, post.) 


(E) Macutne Loap Cnart. — The 
machine load chart is an ordinary Gantt 
chart, found to be the best method of de- 
lineating and controlling machine opera- 
tions. In the ordinary course some doubt 
may arise as to the availability of a certain 
machine or machines at some future date 
inquiries have to be made and time wasted ; 
also the best and fullest use of machines 
may be impeded owing to the absence of 
some visible check. As time wasted is 
money wasted, whether due to idle machin- 
ery or excess operation time, any looseness 
in control of this element will undoubtedly 
have an adverse effect upon overhead. 

Following the compilation of instruction 


sheets for a given order, the chart will be 
the means of ascertaining when desired 


machines or groups will be free, from 
which information progress and _ route 
sheets can be completed and the progress 
chart graphed. The particulars’ thus 
graphed on the progress chart are then 
plotted on the machine load chart, which 
again becomes complete for further refer- 
ence. 

Job orders can be forecast quite as easily 
as standardised production. Using vari- 
coloured, thick, thin, ete. lines, standard 
and actual can be plotted on the one chart, 
while continuous lines can indicate both 
cumulative loading and time occupied, thus 
allowing the calculation of idle time. 

The plotted periods of a month (not 
necessarily fifths) are primarily intended 
to represent a definite output. In the ex- 
ample attached, the thin lines denote esti- 
mated production, and therefore time occu- 
pied, while the thick continuous lines rep- 
resent cumulative loading had machine 
time not been broken. The chart may rep- 
resent peak or any part of peak capacity. 
(See Example E, p. 177, post.) 

(F) Route anp PrRoGREss SHEETS.— 
These sheets are of similar design—in fact, 
interchangeable. 
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The one reason for making the distine. 
tion is to treat route sheets as a complete 
forecast of all operations upon a specific 
order, whereas progress sheets are actual 
time engaged. 

Particulars are obtained from _ the 
various instruction sheets and the machine 
load chart; the latter, as previously stated, 
denoting date order will enter upon pro- 
duction. All sheets are numbered. They 
will, with the factory order and specifica- 
tion sheet, be forwarded to all departments 
concerned and the costs office. 

Progress sheets should be compiled 
periodically and reconciled with the route 
sheet issued, thus continuously maintaining 
a strict control. The information required 
to complete these reports can be obtained 
from progress charts, which will plot de- 
tail as disclosed by the daily time cards— 
an integral part of any scientific costing 
system. (See Example F, p. 178, post.) 


(G) Procress Cuart.— The progress 
chart is a method of graphing the vital de- 
tail contained in route and progress sheets. 
It refers also to specific orders, and is the 
final step towards that most important of 
all requirements—the machine load chart. 
In the first instanee there will be set out 
estimated time for all operations. This can 
be done by means of a thick line, actual 
time as obtained from time records being 
indicated by a thinner line above the same 
operation. (See Example G, p. 178, post. 


(H) Propuction ScHeDuLE. — This 
schedule, in graph form for preference, 
may be used either to budget anticipated 
output over a given period or to define the 
position to date of all orders executed or 
in process. 

The attached example informs date of 
commencement and estimated completion 
of orders (by means of the thin continuous 
line), desired monthly output, position at 
any given date, and orders completed but 
not yet delivered (deseribed by white rect- 
angle against order 1310). The thick black 
line represents orders completed and de- 
livered, and if the date against the schedule 
was 5 February, it would indicate that 
order 1310 is slightly ahead of schedule. 
As in the machine load chart, this graph 
may be set out in days or any desired part 
of the month. (See Example H, p. 179, 
post.) 
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‘ EXAMPLE B 


FACTORY ORDER 





A. MANN LTD. 
To Dept. Issued by Date 
Customer : Customer’s Order No. 
Type : AF Number Reqd. 200 
Job No. : 336 Despatch to: 


Instructions : 


No. of Sheets :....: Date Reed. Authority 





; . No. . 
Symbol Part Name Reqd Material Group Material Cost 
" ve . 





Return Order and Spec. Sheets to Officer upon completion of job. 





EXAMPLE C 


INSTRUCTION SHEET 





Dept. B Name Machine 1 Tools Operation No. Motion 
| 


Symbol....300 Study 


Group.....« By 


No. Operation Feed Speed Mins. Fxd. Time 


PREPARE 20 Time 
Study 
Drill 14 By 


Chase 3 
Polish 


By 
Hand Over 





Remarks : 


5% .on.time. for 200 units 





Estimated time for 200 units 


per unit 





When cannot complete work report to Foreman 








May, 1951 The Australian Accountant 


Costs and Production Standards—continued 
EXAMPLE D 


SPECIFICATION SHEET 





Order No. Job No. 836 Sheet No. 
\rticle Rex Lamps 


Type cee 





Group | Symbol Description No. Reqd.| Material | Operation | Machine | Tools Feed Speed 
we - -_ = —— a M . 
E 
F 


t 





EXAMPLE E 


MACHINE LOAD CHART 





| Shop No. 
l 


Machim | Mach. No 
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Costs and Production Standards—continued 
EXAMPLE F 


ROUTE & PROGRESS SHEETS 


May, 1951 





Order No. Job No............ Sheet No.. 


Article... To Dept....... 


BD i isiccicsensstcciorssinene Date................ 





Group Symbol Description No. Reqd. | Material | Operation | Machine 


Machine Load 
From | To 





Ball Socket y Machine 
Lens 


Lens Holder 








. 20 | Jan. 23 
27/ ,, 29 


23 








EXAMPLE G 


PROGRESS CHART 





Order No..................... Article........................ No. Reqd... Daily Schedule...... 





JANUARY FEBRUARY 


Symbol | Operation | Machine 


301 B* 


302 B' 

















aneeeteene 2/)3) 4/5) 6| 9 |10/11/12/13/16)17/18) 19,2023, 24/25/26 27 
@ 4 | ! 


300 Bt } | 


MARCH 
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EXAMPLE H 


PRODUCTION SCHEDULE 





Shop No... Date.. 





ORDER No 






































IS THE ACCOUNTING PROFESSION OVERCROWDED ? 

Recently Life magazine suggested that the number of graduates in business ad- 
ministration in U.S.A. far outweighed the number of jobs now open, and that the 
“situation was especially bad for accountants.”’ 

An editorial note, under the above heading, in the Journal of Accountancy, 
August 1950, makes the following significant comments: 

‘* Accounting is the easiest profession to enter, because no post-graduate academie 
work is as yet required. 

‘‘At the same time accounting has become a highly popular vocation, because of 
its spectacular growth in size and importance in the past 25 years, and the compara- 
tively high earning capacity of its members. 

‘‘On the other hand, it does not seem to us that the opportunities to render skilled 
accounting service to the public, particularly to smaller businesses in smaller ecom- 
munities, has been developed fully by any means. And the need for trained aecount- 
ants in industry, government, and teaching is not likely to decrease as the years go by. 

‘‘What will happen is that the competition will get stiffer. It will probably be 
very difficult for a non-college man to enter the professional accounting field a few 
years from now. And a bachelor’s degree alone will not always suffice to get a job. 

“Rising educational requirements have marked the growth of older professions, 
and accounting will probably follow the same course. 

‘“There will always be opportunities for good men, but it may take more to be 
recognized as ‘good’ in the future than it does now.’’ 
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THE CLEARING HOUSE 


Under this title, we purpose publishing 
each month short notes, by readers and 
other friends of The Australian Account- 
ant, on points of interest and use to the 
aé¢countancy and secretarial professions, in 
which expression we include both the prac- 
tising and the non-practising branches. 

‘It is hoped that the notes will range over 
a:very wide field, including financial ac- 
counting, book-keeping, secretarial prac- 
tice, management accounting, office routine, 
systems and organisation, taxation (income 
aid other), stamp and gift duties, estate 
duties, auditing, internal check, and, in- 
deed, many of the thousand and one prac- 
tical problems with which accountants and 
secretaries are called upon to deal at one 
time or another in the course of their 
varied tasks. 

Such a section of the journal should fill 
a need, but it can be successful in its object 
of disseminating information only if 
readers will treat it as it is intended to be 
treated—as a two-way channel through 
which information may be sought and 
given. 

:An appeal is made to every reader to 
help. Whenever a novel problem is en- 
countered, whenever an apparently better 
way of doing an old job is found, whenever 
there is reason to doubt whether a time- 
honoured practice is justified, whenever a 
reader. wants to share his problems or his 
solutians ;with, his. fellow-accountants, The 
Australian Accountant wants to hear about 


it and to pass on the information or the 
search for information to its 10,000 readers 
in Australia. 

No note is too short for publication in 
this column. No point is necessarily too 
slight for discussion or enquiry, so long as 
it is novel and of general interest. What is 
familiar ground to one reader may be un- 
explored territory to many others. The 
Yditor will decide whether the point at 
issue is likely to capture readers’ interest: 
he can do that only if:he is told about it. 
Will you help, either by sending your own 
notes, or by talking to others about the 
new section in your journal. Don’t keep 
your knowledge to yourself, and don’t put 
off sending to-day’s note until the to- 
morrow which never comes. 


The suggestion for this new section of 
the journal came from a Sydney reader. 
The first notes to be published in the see- 
tion come from Toowoomba and Melbourne, 
one from Mr. R. N. Elliott, A.C.A. (Aust.), 
the other two from anonymous correspon- 
dents. Each contains a valuable thought 
(Mr. Elliott calls his a moral, and with 
good reason). They are typical of the 
thoughts that pass through accountants’ 
minds, of the kind of problems they ex- 
perience, and of the way in which they can 
help each other. The Editor, who has great 
confidence in the willingness and capacity 
of accountants to respond to an appeal of 
this kind, eagerly awaits your contribution 
to the cause. 


TRADITION MAY HINDER PROGRESS 


Accountants are notoriously conserva- 
tive, and in accounting matters the way of 
the innovator is often hard. Methods 
which''in 1951 are ‘‘generally acecepted”’ 
were revolutionary 40 years ago: methods 
which ‘we now regard as daring departures 
from ‘tradition may be regarded as com- 
monplacé 40 years hence. 


Oceasionally one comes across old records 
which ‘illustrate the point. One such set of 
records has ‘come: into my hands, through 
the ‘kindnéss' of Sir John K. Jensen, as the 
result of a conversation during a long train 
journéy about changes in accounting pro- 
cedures. 


In 1914, Sir John, who recently retired 
from the Commonwealth Public Service 
full of well-earned honours, was accountant 
at the Lithgow Small Arms Factory of the 
Department of Defence. He had had the 
temerity to instal in the factory a card 
system for the record of stores and stores 
values. 

The heavens—in the shape of an audit 
inspector of stores — promptly fell upot 
him. The inspector took what would now 
be called a poor view of the substitution 
of a risky system of loose records for the 
security of bound books. ‘‘So long,’’ he 
said, ‘‘as the card system is in force for 

(Continued on page 181 
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The Clearing House—continued 

the purpose of forming the main records 
of such great importance as the quantities, 
weights, contents and values that these 
stores represent, there will remain a doubt 
as to whether the cards produced truly 
show the correct position, or as to whether 
there has been any alteration, substitution, 
manipulation or loss of cards.’’ 

The resultant controversy, which lasted 
for more than two years, was conducted 
with grave courtesy on both sides, though 
neither pulled its punches. It is disap- 
pointing to have to record that it was 
eventually settled, as it were, by default. 
The first World War broke out; the con- 
troversy ceased with the cards still in use; 
and there (as in most other similar places 
in public and private business) they re- 
main. 

The audit objections to the use of cards 
were founded on two grounds—cards might 
be wilfully suppressed or altered or they 
might be lost. The defence of the system 
was a classic example of the technique of 
carrying the war into the enemy’s camp. 
If cards were wilfully suppressed or al- 
tered, fraud must have been contemplated : 
a fraudulently-minded person willing to 
suppress or alter a card would not baulk at 
altering a bound-book record. If cards 
were lost some employee must have been 
careless, and carelessness can happen with 
bound-book records also. In short, the 
question was not whether the records were 
kept on ecards or in bound books, but 
whether the system for controlling the re- 
ceipt, custody, and issues of stores was 
effective to prevent misapplication of the 
stores and to bring to light any lack of care 
in keeping the records. So much for de- 
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fence of the card system. What of the de- 
fects of bound-book records—their inflexi- 
bility, their lack of portability, and the im- 
possibility of keeping them accurately in- 
dexed? And, finally, numerous instances 
of fraudulent manipulation of bound-book 
records could be quoted: could any instance 
be given of increased fraud which could be 
attributed to the use of card records? At 
this stage, the argument became spirited! 
‘‘It is admitted by competent and un- 
biassed authorities,’ it was said, ‘‘that 
loose cards as account records, from their 
very nature, afford opportunities for con- 
cealing irregularities and also fraud, that 
are absent in books bound and machine- 
numbered.’’ Again, ‘‘it is mere platitude 
for the accountant to state ‘it is immaterial 
whether records are kept in books or eards 
when fraud is contemplated’. It might be 
observed that the mere contemplation of 
fraud is not necessarily wrong, and bene- 
ficial results may ensue from intelligent 
contemplation.’’ An amusing, perhaps un- 
consciously amusing, note was struck in 
the comment that the accountant’s refer- 
ence to the fact that variations of .0001 of 
an inch in some stores were daily discussed 
‘had as much bearing on the question as 
a dissertation on microbes in a biological 
laboratory.”’ 

The appeal to Caesar, the unnamed com- 
petent and unbiassed authorities, naturally 
provoked a request for ‘‘full particulars’’ 
of these authorities. It is not recorded 
whether the request was answered. 

There is a moral in this story of battles 
long ago. Maybe it is expressed in the first 
paragraph of this note. 


Melbourne. A.A.F. 


A PLAN TO MITIGATE ESTATE EROSION 


Most of us are aware that gifts made 
within three years before death are in- 
cluded in the deceased’s estate. But it will 
be noted that only the gift is included in 
the estate, not the gift duty that was paid 
thereon. Furthermore, where a gift is 
liable to gift duty, and the gift is included 
in the donor’s estate, the Commissioner 
grants a rebate of the gift duty payable on 
the gift in assessing Federal Estate Duty. 


This position indicates an advantage to 
be gained by the estate of a person where 
the person has only a limited time to live, 


by that person making substantial gifts and 
paying the gift duty thereon. 


The advantage depends on: 


(1) Gift duty is a tax on the act of 
giving. Possession of the amount of 
duty passes from a person’s estate 
when it is paid or becomes payable. 


It is only the value of the gift and 
not the gift plus the tax on the act 
of giving that is included in the de- 
ceased’s estate to arrive at the death 
duty. 

B 
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The Clearing House—continued 
(3) There is deducted by way of rebate 
from the total death duty the lesser 
of: 
(a) the gift duty paid or payable, 
or 
(b) the extra Federal Estate Duty 
payable because of the inclusion 
of the gift. 
The application of these premises is 
illustrated in the following example: 

A has an estate of £300,000, on 
which Federal Estate Duty at 
26.9% amounts to £80,700 

B has a similar estate, but prior to 
death he makes gifts totalling 
£200,000, on which he pays Fed- 
eral Gift Duty at the rate of 
26.4%, amounting to eae 
The £100,000 balance of B’s 
estate is reduced by gift duty of 
£52,800, and estate duty is 
assessed : 

Actual estate 
£52,800 ) 
Add gifts 


£52,800 


(£100,000 - 
£47,200 
200,000 

estate 
.. £247,200 
Estate duty thereon 
@ 26.635% 
Less rebate re 
ineluded 


Value for 
duty purposes 


£65,842 
cift 
52.800 


13,042 


Making the total duties of B .. £65,842 


B therefore saves, as compared 


with A £14,858 
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If B is able to hold himself together long 
enough to pass the three-year deadline, the 
saving of duties is more worthwhile: 
Federal Gift Duty on gifts of 

£200,000 en 
Federal Estate Duty: 

Original estate . . £300,000 

Less gifts made more 

than three years 

prior to death 200,000 
100,000 
52,800 


£52,800 


Less gift duty paid 


Value for estate duty 
purposes £47,200 


Estate duty thereon at 11.44% 
Making total duties .. 
with A, is 


Which, compared 
saving of 


Queensland is also afflicted with a gift 
duty imposition. In that State it is an even 
more payable proposition for gifts to be 
made inter vivos. Queensland gift duty re- 
bates are granted in respect to death duties 
assessed under the Queensland Probate and 
Succession Duties Act. There is thus an 
advantage under both State and Federal 
laws. 

The moral of this story is that anyone 
of substance, whether sick or well, should 
consult his adviser to work out a custom- 
built plan to mitigate estate erosion. Your 
elient can’t take it with him, and bene- 
ficiaries and accountants must live. 

R. N. E..iorr, A.c.a. (AUST. 

Toowoomba, Q’land. 


UNSECURED LOANS MADE TO COMPANIES 
Warning to Accountants, Auditors, and Liquidators Regarding Interest Rates 


Unsecured loans made to companies are 
covered by regulation 16 of Part IV of the 
National Security (Capital Issues) Regu- 
lations, which provides, inter alia, that 
without the consent in writing of the 
Treasurer, the interest payable on deposits 
shall not exceed— 

(i) £1/5/- per 

deposits made 
1942, and not 
1945; and 


centum per annum on 
after 12th March 
after 12th March 


(ii) 10/- per centum per annum on de- 

posits made after 12th March 1945. 

This legislation is still in force, and also 

applies where one company makes unse- 
cured loans to another company. 

The Commonwealth Actuary, in a recent 
reply to an enquiry, made the following 
statement of policy: ‘‘Throughout the war 
years and the subsequent years it was the 
practice to refuse all applications to pay 
more than 4% on deposits except in a few 
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The Clearing House—continued 

very exeeptional circumstances. During re- 
eent months, however, consent has been 
granted to the payment of interest at 43% 
on long-term deposits.”’ 

A company is not legally liable to pay 
interest on any deposit (which is defined 
as an unsecured loan) at a rate higher than 
the maximum rate (if any) payable on the 
deposit under Part IV of the Regulations 
above-mentioned, and the remedies for en- 
forcing any agreement to pay interest on 
any such deposit are limited to enforcing 
payment of interest at the maximum rate 
so payable. 

But, to ensure that schemes are not 
entered into to evade the regulations, pro- 
vision is made that a person shall not enter 
into or make any contract or arrangement, 
whether orally or in writing, for the pur- 
pose of, or which has the effect of, in any 
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way, and whether directly or indirectly, 
defeating, evading or avoiding or prevent- 
ing the operation of the regulations in any 
respect. 

An Institute member who was recently 
appointed liquidator of several companies 
found that moneys were both borrowed by 
and lent by those companies to other com- 
panies at rates in excess of those above- 
mentioned. The directors of those com- 
panies had not applied for, nor obtained 
Treasury approval for, the rates of interest 
actually charged, and no queries had been 
raised by the auditors, over a term of years. 
He has brought the point to notice because 
he fears that in other instances directors, 
secretaries, accountants, auditors, and 
liquidators may not be aware of the con- 
tinued existence of the regulations and of 
the effect of them. 


Melbourne. J.W.R. 


Have you anything to clear ? 
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BOOK REVIEWS 


The Valuation of Shares: R. L. Smey; The Law Book Co. of Australasia Pty. Ltd., 
Sydney, 1950. Pp. 104, price £1/5/-. 


It is particularly appropriate that Mr. 
R. L. Sidey should have given us a book 
on ‘‘The Valuation of Shares.’’ Literature 
on this subject is, and has been, extremely 
scanty. Indeed, for many years, the report 
of Mr. Sidey’s lecture on ‘‘Th Valuation 
of Unquoted Shares’’ which he delivered 
to the Victorian Branch of the Research 
Society of the Institute of Chartered Ac- 
countants in Australia in 1938 has served 
as one of the few authoritative guides to 
accountants and others who have been com- 
pelled to seek instruction ou the problems 
associated with the valuation of shares in 
non-listed companies. 


The present book is an extremely wel- 
come extension of the views expressed by 
the author in his 1938 lecture. It is de- 
scribed by the publishers as ‘‘a concise 
work on a difficult subject.’’ The present 
reviewer would add to this modest expres- 
sion of opinion. The text deals adequately 
and skilfully with practically every basic 
consideration which must be taken into 
account in assessing the value of shares in 
a company where there is no objective 
evidence of market value. The author rests 
his views on logical grounds, expresses them 


with clarity and yet disclaims any desire 
to appear dogmatic. 


Valuation is essentially an expression of 
personal opinion. The reliability of that 
opinion must depend upon the skill and 
experience of the valuer, and in particular, 
upon his ability to apply a rational judg- 
ment to the relevant facts and circum- 
stances. In the particular field of valua- 
tion work covered by Mr. Sidey the prob- 
lems which are encountered by the valuer 
are notoriously complex and varied. Mr. 
Sidey makes no claim that his book will 
provide the answer to the particular ques- 
tions which accountants will be called upon 
to resolve when instructed to value shares 
in non-listed companies. But at least it can 
confidently be asserted that a careful study 
of the author’s views will materially assist 
the valuer by creating that balanced per- 
spective which is so essential if a fair assess- 
ment of value is to be made. 


‘‘The Valuation of Shares’’ is commen- 
ded to all accountants whose responsibili- 
ties embrace this phase of professional 
activity. 


Adelaide N. S. YOUNG. 


Holding Companies in Australia and New Zealand: G. E. Firzceraup anp A. E. 
Speck: Butterworth & Co. (Aust.) Ltd., 1950. Pp. 108: Price 15/6. 


A new (second) edition of a text book 
which is either prescribed or recommended 
for University and Accountancy Examina- 
tions is important for the opportunity it 
presents of enabling the authors to increase 
its utility. Holding and subsidiary com- 
panies continue to increase in popularity 
and the complexities of preparing consoli- 
dating statements present, in practice, con- 
siderable difficulties. 

As is mentioned by Mr. E. A. Peverill, in 
a foreword, the publication of this edition 
is well-timed, in view of the increased 
attention being given to company legisla- 
tion as a result of the new United Kingdom 
Companies Act. 


It is obvious that much attention and 
research has been devoted by the authors 


towards the preparation of this work. A 
feature of the book is the regard for sim- 
plicity in what is, undoubtedly, a complex 
field of study. The subject has been ade- 
quately presented ; the many problems con- 
cisely stated and the procedures to be 
followed clearly explained. 


It is natural that, in a subject which is 
complex, different views should prevail, and 
in many cases the authors have give 
alternative methods of treatment. For 
instance, the authors state that where a 
parent company holds only a majority 
interest in the subsidiary, unrealised inter- 
company profits on stock on hand resulting 
from sales from a subsidiary to a parent 
company need only be eliminated propor- 
tionately to the parent company’s share- 
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holding. It is suggested that, so far as the 
minority shareholders are concerned, profit 
is actually realised when a sale to the parent 
body is effected. The view of the reviewer 
is that this is academic, and that it is 
better to eliminate the whole of such profits 
but, as already stated, the authors in this, 
as in other instances, have given both view- 
points. 


Stevens’ Elements of Mercantile Law; Eleventh Edition: 
Ltd., 1950. Pp. LXIIT, 663, and 80 pp. index. 
21/-. 


Butterworth & Co. (Aust. 


The first edition of this well-known 
students’ text book was published in 1890. 
Thus it has been through eleven editions in 
the comparatively short life for a legal 
work of sixty years. The fourth edition 
was translated into French. In the present 
volume only the surname remains to show 
who was the original author. He was 
Thomas Moffitt Stevens, of Gray’s Inn, 
barrister-at-law, who had been called in 
1886 and was an Oxford B.C.L. He 


brought out the first two editions, while the 
others, up to and including the tenth, were 


edited by Herbert Jacobs, B.A., barrister- 
at-law of the Inner Temple. 

This book is obviously the product of a 
logical mind, and the clear and ordered 
arrangement and classification of the sub- 
ject matter is made doubly apparent from 
the manner in which it has been set up by 
the printer. Like pre-war productions, 
there seems to be plenty of paper and 
space. Headings, summaries, spacing, num- 
bering, italics and heavy type all throw 
into relief the plan of the work and facili- 
tate reference and understanding. A 
useful feature is a glossary, particularly 
for those not versed in Latin. 

While not a text book on contract as 
such, its treatment of that subject is quite 
stimulating. In all, it is as full and 
accurate a statement of mercantile law as 
one could hope for in a work designed for 
students. 

In using Stevens it is of course well to 
remember that at places the law operative 
in the Australian States differs from that 
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This book enables students and those 
practitioners who have little knowledge of 
the subject to obtain readily an adequate 
elementary knowledge of a difficult branch 
of company practice. Student rvaders will 
appreciate the time and energy which the 
authors have devoted towards the prepara- 
tion of a considerable number of illustra- 
tive questions and answers. 

R. K. YORSTON. 


JOHN MONTGOMERIE: 
Price 


in England, owing to varying legislative 
action. As examples, the treatment of the 
contractual capacity of married women 
(pp. 57-59) and frustration of contracts 
(p. 110) may be mentioned. What is said 
on companies, hire purchase, insurance, 
carriers and bankruptcy is also liable to 
differ at points from the local position for 
the same reason, while limited partnership 
is unknown here except in Queensland, 
Western Australia and Tasmania. 


There is little in the work with which 
one may find fault. As is not unusual in 
volumes such as this, the discussion of 
infants’ contracts might be improved. If 
one understands the operation of section 2 
of the Infants Relief Act 1874, what is said 
of that section is quite comprehensible. 
But what of those who read that passage 
to find out what the section means? Again, 
the passage on mistake in contract is some- 
what lacking. For one thing, the doctrine 
of non est factum fails to make an appear- 
ance, and consequently Foster v. McKinnon 
and Carlisle and Cumberland Banking Co. 
v. Bragg do not even appear in the table 
of cases. Also, on mistake, the rule in 
Smith v. Hughes, which other authors have 
made so interesting as never to be for- 
gotten, is presented in a manner which 
might well obscure its significance. But it 
would be misleading to dwell on these 
matters, for Stevens presents really quite 
remarkable value for the price. 


F. M. BRADSHAW 
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Staples on Back Duty (5th Ed.): Ronaup Stapues and Percy F. Huaues; Gee & Co. 
(Publishers) Ltd. Our copy from The Law Book Co. of Australasia Pty. Ltd. 


Australian price, 35/6. 

‘‘Back duty’’ is the shorthand term used 
in England to describe those cases of re- 
assessment where, in the past, the taxpayer 
has avoided or evaded full taxation on his 
income. It is needless to say that the sub- 
ject is of high interest. Tax-dodging is en- 
demic, and will continue to be this side 
of Heaven, in the better economy of which 
it is expected the disease will be cured by 
the simple surgical process of removing the 
cause. 

Equipped with an intimate knowledge of 
the law and a wealth of experience, the 
authors explain in lucid language how 
evasion is uncovered; the methods of com- 
puting the understated income; the penal- 
ties involved and their mitigation ; and the 
powers of the Inland Revenue Department 
to issue amended assessments. Advice is 
given to the taxpayer and his accountant 
as to the best means of softening the blow. 
The grisly story is simply and ably told 
with clear insight and human understand- 


ing. The work can be studied with profit 
and pleasure (except to the unfortunate 
miscreant), and is cordially recommended 
to the Australian accountant. It will teach 
him many things. First of all, the many 
clear examples provide a useful picture of 


the workings of the English tax system. A 
thought-provoking chapter is devoted to 
the accountant’s duty both to Caesar and 
the subject. Above all, it teaches us that 
something is rotten in the State of England 
and that the Australian taxpayer is blessed 
with a comparatively just and merciful 
code. 


I cannot find a softer word than ‘‘black- 
mail’’ for describing the English system, 
which may be illustrated by an example 
taken from Chapter VI of the work under 
review. 


A business man has understated his in- 
come by £100 for each of the years 1934-5 
to 1951-2. The fault is admitted to have 
been due to his ignorance and inadequate 
bookkeeping. In other words, the taxpayer 
has not knowingly and deliberately under- 
stated his profits and falsified his returns. 
If, upon discovery, the taxpayer objects to 
the amendment of assessments for any year 
prior to 1945-6 (i.e. the six-year period 
prescribed for the issue of amended assess- 
ments in the stated circumstances), the 
Revenue will show him the penalties that 
can be exacted from 1945-6 onwards, ealeu- 
lated as follows: 


CoMPUTATION OF INCOME TAX PAYABLE 1945-6 


Business income Me ih 
War Loan interest (taxed at source) 
Property oceupied (net Schedule A) 


Less— 


Earned income relief (one-tenth of earned 


Personal allowance 
Child allowance (2) 


Tax payable— 
On £165 at 6/6 .. 
On £235 at 10/- 
On £145 at 10/- 


Taz as Originally Amended 
Assessed Tax 
£600 £500 
50 50 
50 50 
£700 £600 
income) £60 
140 
100 
— 300 
£400 


£53 12 «6 
117 10 O 
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Book Reviews—continued 

The tax avoided for 1945-6 is £45. Under 
the Australian system, additional (pen- 
alty) tax is caleulated with reference to the 
sum of £45, the maximum penalty tax 
being £90. 

The English penalty is quite different. 
If it is considered that s. 107 of the U.K. 
Income Tax Act 1918 applies, then the 
maximum penalty for 1945-6 will be £20 
plus three times the tax chargeable by 
direct assessment : 

Total tax chargeable as above £171 2 6 
Less tax on War Loan in- 
terest, taxed at source and 

not chargeable by assess- 

ment—£50 at 10/- .. .. 25 


0 0 


Total tax chargeable by 
direct assessment im 


£146 2 6 


for one 


penalty 


Maximum 
year 

= £20 + 3 & £146/2/6 = £458 7 6 

(If it were a case of deliberate under- 
statement of income, the maximum penalty 
would be £1,070 (p. 53).) 

Faced with such a fantastic penalty 
(which, subject to variations in tax, must 
be multiplied by six to cover the years 
1945-6 to 1951-2), the taxpayer goes quietly 
and makes an ‘‘offer’’ (described in Chap- 
ter XIII) to cover the under-assessed taxes 
for all the year including 1934-5 to 1944-5 
and penalties. It would appear that a 50 
per cent penalty is regarded by some in- 
spectors as a minimum offer (p. 101). The 
offer of tax and penalties is considered by 
the Inland Revenue authorities. Thus, the 
calculation of the ‘‘optimum offer’’ be- 
comes a high art. No ease is recorded of 
the rejection of a taxpayer’s ‘‘offer’’ on 
the ground that it was too high. It will be 
observed that the description of blackmail 
is reserved for the ‘‘system’”’ and not for 
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the unfortunate Revenue officers who are 
required to work within its stench. More- 
over, I am not the least impressed by the 
judicial blessing given to the system by 
Mr. Justice Rowlatt in A.-G. v. Johnstone 
(10 T.C. 758); the human nose can get 
used to anything in time. 

The high art of the ‘‘offer’’ is illustrated 
by the following story told to me by an 
English accountant years ago. The tax- 
payer was a most distinguished person 
clustered round by several knighthoods. He 
was faced with the choice of reducing his 
grand mode of life or of getting his taxa- 
tion down to a “‘ fair thing.’’ He chose 
the latter course by the simple expedient of 
omitting certain dividends from his sur-tax 
returns. He was found out, and the case 
was so bad that there was talk of criminal 
proceedings. The authorities decided to 
hear his story. As a preliminary, the tax- 
payer was left in a waiting room while the 
accountant explained certain details. The 
taxpayer was then summoned to the pres- 
ence. On going to fetch him the accountant 
found an extraordinary change in the tax- 
payer’s appearance. In the space of half an 
hour he had changed from a magnificent 
old veteran to a drooling idiot. His hair 
was awry; his eyes, with the spectacles re- 
moved, had the rheumy soberness of ex- 
treme age; he had taken out his false teeth 
and was slobbering; he had become nearly 
deaf; and his gait was shambling. The 
Commissioners could get nothing out of 
him; all questions were met by hollow 
groans. Pity dominated His Majesty’s 
officers, and an offer of tax plus 10 per 
cent compound interest was accepted. The 
taxpayer and the accountant then went to 
the former’s club, where he restored his 
appearance and gave my friend a dressing 
down because he had not arranged for 
simple interest instead of compound! 

J. A. L. GUNN 
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SOME FURTHER NOTES ON 
BREAK-EVEN ANALYSIS 


by 


A. FORSTER, A.I.C.A. 


Professor W. Prest, Dean of the Faculty 
of Economics and Commerce, University of 
Melbourne, delivered a paper before the 
Victorian Division of the Australasian In- 
stitute of Cost Accountants in November, 
1947, on the ‘‘Influence of Volume on Cost, 
Price and Profit.’’ This paper is reprinted 
as Cost Bulletin No. 15, May, 1948. At 
p. 7, Professor W. Prest states that ‘‘. . . as 
it stands, however, the profitgraph implies 
that once the break-even point is reached 
profit will continue to increase indefinitely 
with every expansion of volume. ...’’? 

Mr. G. T. Webb (The Australian Ac- 
countant, issues of May, 1948, and Novem- 
ber, 1950) does not leave us in any doubt 
that he agrees with that point.” 


The subject deserves more extended 


treatment, but it must suffice, at this stage, 
to point out to Mr. Webb that the avail- 


able literature on the subject does not 
justify the conclusion that the writers be- 
lieved that a break-even chart ‘‘. . . con- 
structed with ‘straight’ lines for total cost 
and revenue correctly represented the 
actual position for possible ranges of out- 
put for all firms....’’* If, as Mr. Webb 
states, this ‘‘. . . is not the view generally 
held by economists...’’ I am constrained 
to add that he does less than justice to ac- 
countants, for I am sure that accountants 
do not hold such an extraordinary view 
either. Perhaps it was a forgivable exag- 
geration provoked by the fact that stan- 


1Mr. G. T. Webb took up this point through 
this Journal, but, while stating at the outset that 
he was concerned also with the text book exposi- 
tion of the subject, has, since then, shifted ground 
and now advances a more general argument. 


* The opinions expressed by Professor W. Prest 
should, however, be distinguished from those ex- 
pressed by Mr. G. T. Webb. 

Professor W. Prest made it clear that he was 
familiar only with the contributions made by 
economists to an understanding of the subject. He 
based his comments consistently throughout his 
paper on what he described as ‘‘...the standard 
exposition [of the profitgraph] given in text 
books. ...’’ 


Agreement with Professor W. Prest, in so far 
as he addresses his remarks to ‘‘...the standard 


dard texts do not define adequately the 
limitations of break-even analysis—nor, for 
that matter, do they explain the technique 
of break-even analysis; that, after all, 
would require a volume in itself. 


Mr. Webb has two questions, and my 
answers to them must be brief. He asks 
whether the total cost and revenue lines 
can be represented by straight lines, or 
whether those lines should be curved. The 
answer depends entirely upon the shape of 
the cost and revenue functions as deter- 
mined by statistical analysis. Field studies 
indicate that for many firms the cost fune- 
tion is linear up to the limits of practical 
single-shift operation. 

The revenue function is more satisfae- 
torily dealt with by setting up a ‘‘family” 
of revenue lines. A static revenue function 
may be ascertained for any given set of 
assumptions without any special difficulty. 
The assumptions are specified and a set of 
multiple alternative assumptions are held 
available reflecting the estimated effect of 
changes from price variation ; product-mix 
and channel-mix for these things are held 
constant in each given set of circumstances. 
If this is understood, the apparent difficul- 
ties are lessened. Each revenue line reflects 
a different profit function and alters the 
break-even point. I believe that this meets 
Mr. Webb’s objections and also answers his 
second point. The extent to which any 
manufacturer can increase profits by 4 


exposition given in text books...’’ of the profit: 
graph, may be assumed. The area of agreement 
with Mr. G. T. Webb (who follows Professor W. 
Prest’s paper) was indicated in earlier notes. 
Mr. G. T. Webb, at this point, is not only out- 
side the scope of Professor W. Prest’s original 
paper, but has extended his argument to embrace 
the practical application of break-even analysis, 
where he is obviously on less firm ground. 
Knoeppel himself, who originated the profitgraph, 
makes it abundantly clear that; a single profit- 
graph is merely a fixed master-budget, to be sup- 
plemented, in practice, by other variable budgets 
and by a comparison of actual with budget. I 
have indicated other modifications and some part 
of the technique of break-even analysis, but there 
is insufficient scope in these notes to cover the 
subject fully. 


\ 
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Break-even Analysis—continued 
large increase in the volume of sales calls 
for ‘‘the best estimate.’’ I think that Mr. 
Webb may assume, the standard text books 
notwithstanding, that, in practice, such 
estimates are made with a great deal of 
care and with regard to the effect of 
changes in list price and concessions, the 
available market, variations in product-mix 
where the products differ in profit-contri- 
bution margins, variations in channel-mix 
(eg., trade and non-trade channels)— 
where these things are found to be signifi- 
eant in relation to the profit function. 
‘‘Straight’’ lines are used in the graphic 
device for simplicity in presentation. That 
does not mean that the data available in 
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tabulated form is so simple in structure. 
More complex curves would involve the 
solution of exponential equations and other 
difficult (and costly) statistical procedures. 

Mr. Webb quotes Chamberlin in relation 
to selling costs, and also refers to the 
‘‘straight’’ line as applicable to the 
revenue function under conditions of 
‘‘pure competition.’’ Chamberlin himself 
would invalidate any such assumption, for 
he states, in his Theory of Monopolistic 
Competition, at p. 174, that ‘‘. . . under 
conditions of pure competition there would 
be no selling costs... .’’ ‘‘Pure competi- 
tion’’ is, of course, an abstraction, and does 
not much influence the approach to break- 
even analysis. 





FOREIGN EXCHANGE 


A. G. DAFFEY 


(A lecture delivered to the Commonwealth Institute Students’ Society 
South Australian Division) 


Although foreign exchange work in 
banking is very interesting and of great 
educational value, the problems set by cus- 
tomers are rather nerve-wracking, and in 
order to succeed in unravelling the difficul- 
ties one must be able to follow all transac- 
tions through to the end. Not only must 
you know what happens in Australia, but 
you must know what will happen in the 
foreign country receiving the goods. 


Every care must be taken with foreign 
exchange transactions, as, if anything goes 
wrong, it is impossible to adjust by means 
of telephone, as in Australia. We find that 
the British and the United States of 
America bankers are very efficient and very 
little trouble is encountered. However, in 
dealing with places like South American 
republics, the position is altogether differ- 
ent, and even greater care must be taken 
with the wording of cables and letters as, 
of course, they are translated into the local 
language upon receipt. 


In the very early days, the medium of 
exchange was by barter. The disadvantages 
of this system are obvious, because one 
needs to have the right type of goods re- 
quired by the other trader before a satis- 


factory barter can be completed. The old 
Egyptians, one of the first civilisations of 
the Western world, were an agricultural 
country and did not trade very much with 


other countries. The Roman Empire, al- 
though it extended throughout Europe and 
even to England, did not carry on com- 
merce or barter to any great extent, but 
mainly received goods required by means 
of tributes from the conquered peoples. 
Later on, as the traders became more 
daring, it was obvious that a common form 
of exchange was required in order to meet 
the needs of merchants, and silver was 
selected as the most convenient and suit- 
able form of exchange to act as a medium 
for trading. Silver was eventually sup- 
planted by gold, although in China silver 
still acts as a medium of exchange. 


It was easy to see why gold was selected : 
(1) to stand up to constant wear and use, 


(2) it is easily divided into units of smaller 
value, (3) it was easily carried (and that 
is most important, as traders were often 
robbed when returning from their voy- 
ages), (4) the value remains more or less 
constant, although it has fluctuated from 
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Foreign Exchange—continued 


time to time. Gold has more or less re- 
mained as the background for the issuance 
of currency and most countries remained 
on the gold standard for many years. In 
the early days when gold coins were in 
issue, it was very easy to calculate the rates 
of exchange on various countries. For in- 
stance, the English sovereign had 4.8665 
times as much gold as the U.S. Golden 
Eagle. Therefore, the rate of exchange 
was £1 equalled 4.8665 dollars. By similar 
comparison of pure gold content, the 
sovereign equalled 20.43 German marks 
and 25.22 gold frances. The value of the 
sovereign equalled approximately 11b. in 
weight of silver, and that is the origin of 
the word ‘‘libra’’ (£). 


However, as a result of the First and 
Second World Wars and the depression, 
all countries have now gone off the 
gold standard, and rates of exchange 
are fixed politically by governments of 
various countries to cover their economic 
positions and to maintain balances of cur- 
rencies. Of course, there are other factors 
which affect the exchange of foreign cur- 
rencies. For instance, the transfer of large 
funds from one country to another, the 
settlement of maritime and insurance 
charges, and speculation in currencies. 


I would like to deal with the subject of 
exchange between Australia/London and 
London/Australia. For a great number of 
years the Australian £ was the equal of 
the English £ and, although English silver 
was admitted as currency in Australia, 
Australian silver coins were not admitted 
as currency in the United Kingdom. Dur- 
ing the height of the depression, when the 
value of Australian exports, or prices being 
obtained for Australian exports, were very 
low, the sterling balance of the Australian 
banks fell very considerably, and in 1931 
and thereabouts there were many different 
changes in the rates of exchange between 
Australia and London. The rate was fixed 
for a time at A.£130 = E.£100. This later 
was pegged by the Commonwealth Bank, as 
a central bank, at approximately A.£125 = 
E.£100. 


You have seen a table of Australia/Lon- 
don rates of exchange, and have probably 
wondered at how the various rates are 
calculated. Appearing below are tables of 
London/Australia and Australia/London 
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airmail rates and the method by which the 
various rates are calculated. 
LONDON ON AUSTRALIA 
£125 10 O T/T 
6 3 Commission 


Air mail 


£125 16 3 
3 9 14 days’ interest @ 


8/3 for 30 days 


£126 0 0 
8 3 


0/D 
30 days’ interest @ 
8/3 for 30 days 


£126 8 3 


30 d/s 


(Based on overdraft rate in Australia of 
4%.) 
AUSTRALIA ON LONDON 
Buying— 
Air mail £125 0 0 
1 3 


T/T 
Commission 
£124 18 9 
2 0 14 days’ interest @ 
4/- for 30 days 
£124 16 O/D 
1 3 Stamp duty 


£124 15 
4 30 days’ interest @ 
4/- for 30 days 


30 d/s 


£124 11 6 


(Based on discount rate in London = 2%.) 

Australia is a part of the sterling area, 
which includes all parts of His Majesty’s 
dominions (except Canada and Newfound- 
land) and ineludes Eire, Iraq, and Burma, 
and all British mandated territories, all 
British protectorates and protected States. 
For our purposes, and for the settlement of 
foreign exchange in most transactions 
throughout the world, London still remains 
as the centre of foreign exchange and there 
are approximately 209 different banks 
centred in that city. 

In dealing with exports from Australia, 
most settlements are made through the 
London offices of the banks. During the 
last few years we have exported wool to the 
value of many millions of £s, and this has 
gained for Australia much-needed dollars 
and other currencies. Wool exported to 

(Continued on page 191) 
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America is paid for by America from their 
sterling balances in London. Prior to the 
war, most traders dealt with well-known 
firms of long standing, and most transac- 
tions were, as in Australia, on a trust basis. 
However, during the last war traders 
realised the value and the safety of letters 
of credit, and in these days practically all 
large transactions are guaranteed by the 
establishment of letters of credit by buyers 
through their banks. 

There are many various types of credits. 
For instance, we have telegraphic transfer 
settlements, where the Australian bank 
cables the establishing bank that they have 
received documents conforming to the con- 
ditions of the credit and to a certain value. 
The establishing bank, immediately upon 
receipt of the cable, makes settlement, 


generally through their London office by 
means of telegraphic transfer of funds. 
Other letters of credit are on a sight or 
term basis, generally with reimbursement 
being obtained by draft on the London 
office of the bank. 

For trading requirements most banks 


maintain currency balances with their cor- 
respondents or agents throughout the 
world, and in this respect we maintain 
dollar accounts with many American banks 
and with banks in the Middle East, Israel, 
India, South Africa, and Canada, and other 
places. 

With most imports into Australia, pay- 
ment is guaranteed by us by means of 
establishment of letters of credit. We have 
various types of credits, including the 
circular or traveller’s letter of credit, 
which enables a voyager to cash his drafts 
practically anywhere in the world, or at 
least with conditions as laid down by Ex- 
change Control. Generally, imports from 
the Middle East are settled through Lon- 
don by means of term drafts. Imports from 
Canada and the United States are paid for 
out of currency balances of the banks in 
these countries. 

During the last few years the various 
countries have been endeavouring to con- 
serve or build up balances of dollars, and 
practically every country has its equivalent 
of our Australian Exchange Control. For 
imports, it is necessary in Australia to 
obtain a licence from the Department of 
Trade and Customs before a bank can 
establish a letter of credit, and for imports 
from various countries the method of pay- 
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ment is laid down by Exchange Control. 
For instance, payment for imports from 
Holland can only be made in Dutch ecur- 
rency or in sterling for credit of a Dutch 
account in the United Kingdom, or in 
sterling for credit of a Dutch transferable 
account in the United Kingdom. In a 
similar manner, exports to Belgium must 
be paid for by sterling through a Belgian 
account in the United Kingdom or in 
3elgian franes. 


In the years since the war, with the very 
high prices ruling for Australian exports 
and the rise in the cost of living, many 
people have considered that the Australian 
£ should be revalued to parity with the 
English £, and when the English £ was re- 
valued in terms of the dollar just recently 
it was a great surprise that the Australian 
£ was not revalued to parity. Exporters 
are still of the opinion that the £ may be 
revalued, and, in order to insure themselves 
against any loss because they buy in the 
markets of Australia from quotations from 
the buyers in other countries in sterling, 
they take out forward exchange contracts, 
and in this respect they pay what is called 
a loading on the rate of exchange. The 
normal rates I have quoted before are 
called spot rates. These forward rates at the 
present time carry a loading of 2/6% per 
month, i.e. for a telegraphic transfer and a 
spot rate of £125 and delivery of docu- 
ments in two months, the forward rate for 
that delivery would be £124/15/-. Simi- 
larly, importers have also insured them- 
selves against any fluctuation. Normally, 
under the old system of letters of credit, 
where negotiations are made by the London 
office of the bank, the rate of exchange is 
fixed on the day negotiation is made in 
London. However, by means of sterling 
interest bills and acceptance credits, the 
importer is protected against fluctuation in 
the exchange rate until the due date of the 
relative bill. Sterling interest bills are bills 
which are drawn by the exporters overseas 
on the buyer in Australia and carry inter- 
est generally at the rate of 44% from the 
time negotiation is made in London until 
eventual arrival of the proceeds in country 
of origin. Acceptance bills are bills which 
are drawn on our London office by the sell- 
ers and accepted by London houses and re- 
turned to the buyer, who may then hold 
the bill until the due date, or he may dis- 
count it on the London markets. 
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LEGAL SECTION 





Edited by 


The Ballarat Trustees Executors & 
Agency Co. Ltd. changed its name to The 
Fidelity Trustee Co. Ltd. The Registrar 
of Probates questioned whether the com- 
pany under its new name possessed the 
powers expressly conferred on The Ballarat 
Executors & Agency Co. Ltd. by the 
Trustee Companies Act 1928 (Vic.). 

Held (Sholl, J.): that the company 
under its new name was still a ‘‘trustee 


J. M. GREENWOOD, LL.B., F.1.C.A. 


COMPANY LAW: EFFECT OF CHANGE OF NAME ON 
POWERS OF A TRUSTEE COMPANY 


eompany’’ within the Trustee Companies 
Act 1928. ‘‘The ease is no different,’’ said 
His Honour, ‘‘from that of an individual 
who is named in an instrument as Jones, 
and subsequently by marriage or deed poll 
changes her or his name to Brown. The 
individual continues to have powers or 
duties under the original instrument.’’ 

(In re Thomas dec’d., [1950] V.L.R. 
289.) 


WILLS: WHETHER BEQUEST FAILS WHEN 
HOSPITAL ‘‘NATIONALISED”’ 


A testatrix bequeathed her residuary 
estate on trust for sale for the benefit of a 
hospital, which had as its object the pro- 
vision of nursing accommodation and 
medical and surgical aid for a certain 
district. That work was being carried on 
at the date of the will and had continued 
to be carried on ever since. It was argued 
on behalf of her next-of-kin that, having 
regard to the fact that, under the National 
Health Service Act, 1946, the hospital and 
its endowments became vested in the 
Minister of Health free from the trusts 
previously affecting them, and that the then 
governing body of the hospital was dis- 


CONTRACT OF 


In 1939 the defendant agreed to store 
the plaintiff’s furniture for reward, but, 
without the plaintiff’s consent, he stored it 
with third parties. In October, 1940, the 
third parties’ premises were damaged by 
a bomb, and they advised defendant to 
remove the goods. The defendant notified 
the plaintiff similarly, but gave the im- 
pression that it was his own premises 
which had been bombed; also he refused to 
allow the goods to be moved until his 
account for storage was paid. This led to 
some delay, and in the meanwhile some of 
the goods were stolen. The plaintiff claimed 
damages from the defendant for the loss of 
these goods and the defendant denied 
liability at the same time joining the third 
parties against whom he claimed the 


solved, the hospital had ceased to exist and 
the gift lapsed. 

Held: the gift was in substance for the 
general purposes of the hospital, i.e., the 
work which was being carried on at the 
date of the will on the premises referred 
to; that work was continuing; and, there- 
fore, the gift did not fail, but should be 
paid and transferred to the hospital man- 
agement committee to be applied by them 
(as was conceded) for the purposes of the 
hospital. 

(Re Morgan’s Will Trusts. Lewarne and 
Anor. v. Ministry of Health and Ors., 
[1950] 1 All E.R. 1097.) 


BAILMENT 
amount of any damages for which he might 
be held liable to the plaintiff. 

The Court of Appeal had little difficulty 
in finding that the defendant had failed to 
perform his contract. ‘‘A contract to store 
is a contract of bailment under which the 
bailor transfers possession to the bailee and 
the bailee’’ undertakes ‘‘to take possession 
of the goods and exercise reasonable care 
in looking after them’’. This he had failed 
to do, and by yielding up possession to 
third parties he had broken his contract 
from the outset. 

The defendant’s claim against the third 
parties was rejected on two grounds: (a) 
that in a contract for the storage of 
furniture the personal skill and care of the 
contractor is of the essence and there was 
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Legal Section—continued 

no implied liberty for the defendant to 
employ a sub-contractor; (b) though the 
third parties were under an obligation to 
the defendant as bailees for reward to take 
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reasonable care, there was no evidence of 


negligence on their part. 


(Edwards v. Newland, [1950] 1 All E.R. 
1072.) 


EVIDENCE: USE OF EVIDENCE GIVEN BEFORE JOINDER AGAINST 
A JOINED DEFENDANT 


After legal proceedings have been insti- 
tuted even after hearing of a case has 
commenced, additional parties may be 
joined under prescribed conditions either 
as plaintiffs or defendants. The following 
extract from the judgment of Sholl, J., in 
Dillon v. Nash, {1950} V.L.R. 293, may fill 
a lacuna in the law of evidence in such 
eases: ‘‘Though numerous eases are cited 
in the notes to Order XVI, r. II, in the 
‘Annual Practice’, and in the books of 
procedure, in which defendants have been 
joined even after judgment, I was unable 
to find any case dealing with the use of 
evidence, given before joinder, against a 


joined defendant. It appears always to 
have been assumed (though on what basis 
I do not see) that it was admissible and 
available against him. I came to the con- 
clusion that, in the absence of consent, the 
added defendant could insist that only 
evidence heard de novo on the issues be- 
tween the plaintiff and himself should be 
regarded, and that even the former defen- 
dant, if the issues between the plaintiff and 
herself were amended, would be entitled to 
a rehearing so far as the Court in its dis- 
eretion should think proper.’’ 

In the instant ease the evidence already 
given was admitted by consent. 


CONTEMPT OF COURT: ARTICLE IN NEWSPAPER CRITICISING 
APPOINTMENT TO SUPREME COURT BENCH 


On the occasion of the appointment of a 
Judge to the Supreme Court, a newspaper 
published an article criticising the appoint- 
ment and the character of the Bench. It 
referred to the appointee as ‘‘a die-hard 
tory ... his main mission has been defend- 
ing the positions of power and privilege of 
the wealthy ... has very rarely been in the 
Criminal Court—not only is it beyond his 
capacity but it is beneath his dignity .. . 
Such an appointment throws a clear light 
upon the nature of the judiciary—namely, 
an institution forming an integral part of 
the repressive machinery of: the State.’’ 
In proceedings against the publisher for 
contempt of Court, it appeared that he, in 
publishing the article, regarded it as a bona 
fide criticism of one particular appointment 
and, generally, of the method of judicial 
appointment in Victoria, but that he did 
not consider or advert to the fact that it 
might be read as a suggestion that present 
occupants of the Bench, for some reason or 
another, were unfitted for their office. 


Held: (1) the summary jurisdiction of 
the Court to punish for contempt could be 
invoked only in the clearest case ; (2) it was 
not abundantly clear what the purpose of 
the writer of the article was, or that the 
publication was caleulated to impair confi- 
dence in the Court’s judgments or to lower 
the authority of the Court as a whole or 
that of its Judges, or to excite misgivings 
as to their impartiality; (3) accordingly, 
that it was not a proper case for punish- 
ment in the exercise of the Court’s sum- 
mary jurisdiction. 


Concluding his judgment, O’Bryan, J., 
stated: ‘‘It is to be hoped that the res- 
pondent will appreciate that though fair 
criticism of those who hold public office is 
not to be discouraged, malicious and im- 
proper comment is not to be tolerated, and 
that this article is one which is close to the 
border line of cases which merit summary 
punishment.’’ (R. v. Brett, [1950] V.L.R. 


226.) 


WILLS: OPTION TO PURCHASE SHARES 


By his will a testator granted an option 
to his sons to purchase, after the death of 
the life tenant, ‘‘at par value,’’ 752 ordin- 
ary shares of £10 each in J.F. & Co. Ltd. 


and 122 ordinary shares of £10 each in C.U. 
Ltd. An amalgamation took place and the 
shares in J.F. & Co. Ltd. were exchanged 
for 15,040 ordinary shares of £1 each and 
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3,760 7% preference shares of £1 each in 
F. Ltd. Subsequently, the 7% preference 
shares were exchanged for 5,848 44% pref- 
erence shares of £1 each. C.U. Ltd. was 
wound up and a sum of £13,952 was paid 
in respect of the 122 ordinary shares. Then 
the life tenant died and the question arose 
as to what rights the sons had. 

Held: (i) On the true construction of 
the will, the testator, in granting the 
options, intended to confer a bounty on 
the sons, and, therefore, the options were 
exercisable on the death of the widow, not- 
withstanding the changes which had 
occurred. Re Cant’s Estate (1859) (28 
L.J.Ch. 641), Re Kerry ({1889] W.N. 3), 
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and Re Armstrong’s Will Trusts ( [1943] 
2 All E.R. 537) applied. 

(ii) The direction with regard to pur- 
chase ‘‘at par value’’ referred to the par 
value of the shares at the time of the testa- 
tor’s death, and, therefore, the sons were 
entitled to purchase in equal shares (a) 
15,040 ordinary shares of £1 each and 5,848 

4% preference shares of £1 each in F. 
Ltd. at the price of £7,520, and (b) the in- 
vestments and cash now representing the 
sum of £13,952 received by the trustees on 
the liquidation of C.U. Ltd., and any fur- 
ther sums payable by the liquidator in 
respect of the 122 shares, at the price of 
£1,220. (Re Fison’s Will Trusts; Fison 
and Ors., [1950] 1 All E.R. 501.) 


PRINCIPAL AND AGENT: LIABILITY OF UNDISCLOSED PRINCIPAL 


An agent may contract on behalf of his 
principal (a) in the principal’s name; (b) 
in his own name without disclosing that 
there is a principal; (c) in his own name 
with the addition of words indicating his 
capacity as agent but without disclosing 
the principal’s identity. The general rule 
in each case is that the principal can sue 
or be sued by the third party. An excep- 
tion arises where the contract is one re- 
quired by law to be in writing. 


Here the rule is that if the agent has 
contracted personally, the note or memor- 
andum is sufficient and oral evidence may 
be introduced to reveal the existence and 
identity of the principal. If he has not 
contracted in his own name, the note or 
memorandum is insufficient unless the 
identity of the parties is sufficiently re- 
vealed. Thus, where an agent contracted 
on behalf of ‘‘the vendor,’’ ‘‘my client,’’ 
or ‘‘my friend,’’ these descriptions were 
held too vague to admit of parol evidence 
being given showing the identity of the 
principal. Words such as ‘‘the owner,’’ 
‘the proprietor,’’ ‘‘the charterer,’’ being 
capable of application to one person only, 


have been held sufficiently certain to 
enable the principal to sue or be sued. 

In a recent Victorian case, Mrs. N. con- 
tracted as ‘‘vendor’’ to sell business 
premises which were in fact owned jointly 
by herself and her husband. The plaintiff 
sought to enforce the contract against both 
N. and Mrs. N. Sholl, J., cited Drughorn 
Ltd. v. Red. Transatlantic ({1919] A.C. 
203), where the word ‘‘charterer’’ was 
held an adequate description, and held 
that ‘‘ ‘Vendor’ is, in my opinion, as 
equivocal as ‘charterer’; ef. the cases on 
the Statute of Frauds in relation to the 
word ‘vendor’, and its insufficiency as a 
description, cited by Anson (19th ed.) at 
p. 74. And if it is not inconsistent with the 
writing to show that A, contracting as ven- 
dor, is really an agent for B, the principal, 
the same reasoning, in my opinion, extends 
to warrant my holding that it is not incon- 
sistent with the writing to show that A, 
contracting as vendor, is really so contract- 
ing for himself as principal and as agent 
for B, another principal. Consequently | 
think N. stands here in the same position 
as Mrs. N.’’ (Dillon v. Nash, [1950] V.L.B. 
293.) 
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CONTRACT: WHETHER UNDERTAKING TO OBTAIN “SUITABLE 
ACCOMMODATION” VOID FOR UNCERTAINTY 
Meaning of “Early Vacant Possession” 


An agreement for sale of a business and 
premises contained the following clauses: 


(1) ... The vendor agrees to give vacant 
possession of the dwelling attached 
to this business within six months 
from the date of purchase, providing 
the purchaser will assist the vendor 
to obtain suitable accommodation. 
Should the vendor be able to give 
early vacant possession an addi- 
tional twenty-five pounds (£25) to 
be paid by the purchaser to the ven- 
dor on vacant possession being 
granted. 


The vendor endeavoured to resist an 
action on the contract on the ground that 
Clause 1 was void for uncertainty. Sholl, 
J., held that it was not void, and added: 
‘**. one should not be astute to defeat the 
language of laymen endeavouring to make 
an ordinary, and not uncommon, bargain, 
even when they allow business agents to 
draw up their contracts....The proviso, I 
think, means: ‘provided the purchaser does 
her best to help the vendor to obtain other 
reasonably suitable accommodation’. In my 
opinion, it does not postulate that the 
efforts to obtain accommodation must be 
successful before the obligation of the ven- 
dor arises—either the efforts of the ven- 
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dor, or the efforts of the purchaser. The 
proviso is looking to the duties of the pur- 
chaser. Nor can ‘suitable accommodation’ 
be held to fall short of the necessary stan- 
dard of definition, having regard to the 
fact that the Landlord and Tenant Act 
1948, ss. 45 and 72, refer to ‘reasonably 
suitable alternative accommodation’, and 
Courts consider and apply the sections 
every day. There is not, in the absence of 
such a provision as s. 72 (7), any require- 
ment that the rent should be no greater 
than the rent of the existing premises.’’ 

On the second clause His Honour com- 
mented: ‘‘It may well be that the second 
special clause is uncertain and void—apart 
altogether from the question whether it is 
illegal—in that there is no definition of 
what is meant by early vacant possession. 
The defendants contended that the periods 
covered by the two special clauses were 
identical, and that the £25 would have been 
payable (if the clause was lawful) on 
vacant possession being given at any time 
within the six months. I do not so read it. 
I think ‘early vacant possession’ contem- 
plated something a good deal less (how 
much less I do not know) than six months, 
and that that clause is probably void for 
uncertainty.’’ (Dillon v. Nash, [1950] 
V.L.R. 293.) 


GAMING AND WAGERING: COVENANT TO REPAY BETTING DEBT 


By a deed of charge, dated July 16, 1948, 
the defendant covenanted with the plain- 
tiffs, a firm of bookmakers, to pay on June 
30, 1949, the sum of £7,451/19/1, which 
represented the amount of the defendant’s 
losses to the plaintiffs as a result of betting 
transactions. On November 10, 1949, the 
plaintiffs took out an originating summons 
claiming the payment of all moneys due to 
them under the deed. The defence being 
raised that the document in question was a 
security given for money won by gaming 
and, under the Gaming Act 1835, s. 1, was 
to be deemed to have been executed for an 
illegal consideration, the plaintiffs sought 
to maintain that the covenant to repay was 


severable from the charge and that they 
were entitled to recover as bare convenan- 
tees. 


Held: (i) It was not open to a party 
seeking to recover payment of moneys 
secured by a mortgage or charge, to claim 
at the hearing that the moneys were pay- 
able only under a bare covenant. 


(ii) It was open to the court to look 
behind the false recitals in the deed, and 
the document, which must be treated as a 
single whole, was executed for an illegal 
consideration and was void. (William Hill 
(Park Lane), Ltd. v. Hofman, [1950] 1 All 
E.R. 1013.) 
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STUDENTS’ SECTION 
K. C. side aoe, A.M.T.C. 


SECTION 73 OF THE COMMONWEALTH INCOME TAX ASSESSMENT ACT 
1936-50 


by 


K. C. Keown 


Section 73 of the Commonwealth Income 
Tax Assessment Act 1936-50 is one of the 
many sections of the Act which students 
have considerable difficulty in understand- 
ing. As a complete illustration of the work- 
ing of the section is not included in any 
text-book which is readily available to 
students, it is hoped that the following 
notes will help to a clearer understanding 
of its provisions. 

The aim of the section is to allow tax- 
payers a deduction from assessable income 
of the amount paid as periodical subscrip- 
tion to any trade, business or professional 
association. For the purpose of this sec- 
tion, associations are divided into three 
types, and the amount of subscription de- 
ductible varies according to which category 
the association belongs. The three types 
of association are: 

1. Those to which the taxpayer must 
belong if he is to carry on his busi- 
ness or profession. 

2. Those which carry out, on behalf of 
the taxpayer, activities, the cost of 
which, if conducted personally by the 
taxpayer, would be deductible from 
assessable income. 

3. Those which do not fall within either 
of the above classes. 

If a taxpayer is obliged to belong to an 
association in order to carry on his busi- 
ness or profession, then all subscriptions 
paid are allowable as deductions from 
assessable income. Examples of this type 
of association are The Port Phillip Pilots 
Association and the Stock Exchange of 
Melbourne. 

The Port Phillip Pilots Association is 
an organization of persons who are quali- 
fied to act as pilots of ships within Port 
Phillip Bay. The Association maintains a 
ship which stands off the entrance to Port 
Phillip Bay and transfers pilots to and 
from incoming and outgoing vessels. The 
cost of maintaining the pilot ship and nece- 
essary administrative machinery is covered 
by the individual pilots’ annual contribu- 
tion. Such contribution is deductible from 
the income earned by the pilot, because, 


without the pilot vessel and the organiza- 
tion maintained by the Association, it 
would be impossible for him to carry on his 
profession. 

Similarly, contributions by a stockbroker 
to the association which maintains the 
Stock Exchange of Melbourne are deduc- 
tible in full. Without the privilege of 
using the Exchange, it would be impossible 
adequately to conduct a stockbroking busi- 
ness. 

Where a taxpayer pays subscriptions and 
makes contributions to an association which 
carries out work on his behalf, as specified 
in (2) above, the allowable deduction in 
respect thereof will be calculated in this 
manner : 

(a) If the contribution does not exceed 
£10/10/-, the whole amount paid 
will be allowed as a deduction. 

(b) If the contribution exceeds 
£10/10/-, the accounts of the trade 
association for the year under re- 
view must be analysed and the fol- 
lowing information ascertained : 

(i) the total expenditure of the as- 
sociation, and 

(ii) the expenditure on the activity 
earried out on behalf of its 
members. 

The amount allowed to the taxpayer will 
then be ascertained by applying this 
formula— 

Allowable deduction = 

Expenditure in carrying 
out the activity on 
behalf of members 


Subscription 
paid 





_— p 4 in 
1 Total expenditure of 
association 

If the resultant amount is less than 
£10/10/-, then £10/10/- will still be allowed 
as a deduction. 

The. working of this provision is best 
illustrated by the following examples. 

Abraham Cohen is a money lender and 4 
member of a money lenders’ association 
which maintains a debt collecting service 
for its members, who pay an annual sub- 
scription based on the magnitude of their 
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own activities. For the year ended 30th 
June, 1947, Cohen paid a subscription of 
£60 to the money lenders’ association. This 
eovered the annual subscription and the 
cost of the debt collecting service. An 
analysis of the annual accounts of the 
association disclosed that £10,000 was spent 
on the debt collecting service and £30,000 
on all other activities. The deduction al- 
lowable to Cohen is therefore calculated in 
this fashion : 


10,000 
< 60 = £15 
40,000 


As stated above, if the resultant amount 
had been less than £10/10/-, then that sum 
would have been allowed. To illustrate, 
assume that the expenditure on debt col- 
lecting in the above example had been 
£10,000, but that the other expenditure had 
been £110,000. In this case, the applica- 
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tion of the formula would produce the sum 
of £5, viz.: 
10,000 
——— X 60 = £5. 
120,000 

This being the case, the minimum 
amount of £10/10/- would be allowed. 

The third sub-section deals with sub- 
scriptions to all classes of trade, business, 
and professional associations which are not 
covered in either sub-section (1) or (2). 
This applies to associations such as insti- 
tutes of accountants, secretaries, engineers, 
and architects, and trade unions, chambers 
of commerce and manufactures. There is 
no limit to the number of such associations 
for which a member will be allowed a de- 
duction, but a maximum allowable contri- 
bution of £10/10/- is set for each indi- 
vidual association. The subscription is 
specified as being a periodical one, and, 
consequently, such payments as admission 
or advancement fees are excluded. 





HOW TO OBTAIN INVENTORY TURNOVER WHEN ONLY YEAR-END 
FIGURE IS AVAILABLE 


_ As an accountant in public practice I sometimes find that I want to show the 
inventory turnover figures for a particular client, but have only year-end inventories. 

If these inventories represent seasonal lows I have found that computing monthly 
inventories by assuming a uniform gross profit ratio I can get a turnover figure which 
is a better index of working capital position. 


This is the way I work it out: 


(1) Determine gross profit percentage from the profit and loss statement, and 
apply it to the monthly sales postings, reducing them thereby to cost 


basis. 


(2) Add to the opening inventory purchases for the first month, and deduct 
therefrom that month’s sales (at cost basis), giving inventory value at the 


end of the first month. 


(3) Using this inventory figure, compute the inventory at the end of the next 
month, and so on through the year. 
This vields twelve inventory figures, whose arithmetic mean gives a fairly true 


picture of average inventory. 


—Joseph F. Gelband, in The Journal of Accountancy, February, 1950. 
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Angus Lancaster 
THE CITY OF THE WORLD 


Dr. Johnson gave the following advice 
concerning London: ‘‘Sir, if you wish to 
have a just notion of the magnitude of 
this city, you must not be satisfied with 
seeing its great streets and squares, but 
must survey the innumerable little lanes 
and courts. It is not in the showy evolu- 
tion of buildings, but in the multiplicity 
of human habitations crowded together, 
that the wonderful immensity of London 
consists.’’ 

For those of us who are separated from 
London by thousands of miles for long 
spaces of time, the best we can do is to 
select a few of its places and to immerse 
ourselves in the literature associated with 
them. Better still, let our reading select 
the places for us and when we come to 
visit them we shall greet them as an old 


friend. They will seem to welcome us. 
On my first visit to London, ‘‘The New- 
ecomes’’ led my youthful steps to old Char- 
terhouse, the ‘‘ancient place of education”’ 
so lovingly held in Thackeray’s memory. 
He sent four of his heroes there—Thomas 


Newcome, Clive Newecome, Arthur Pen- 
dennis, and Philip Firman. He created 
friends in after life in Brian Hobson, John 
Pendennis, Major Pendennis, Dr. Firman, 
and Lord Ringwood, making them all ‘‘old 
boys.’’ He sent Becky Sharp’s son to 
‘‘Slaughterhouse.’’ The joint school and 
home for poor brothers was founded by 
Thomas Sutton in the reign of James I. 
His tomb is the most prominent feature of 
the Charterhouse chapel. ‘‘There he lies, 
Fundator Noster, in his ruff and gown, 
awaiting the Great Examination Day.’’ 
Among a few of its illustrious scholars are 
Joseph Addison, Richard Steele, and John 
Wesley of the eighteenth century; among 
those of the nineteenth are Lord Ellen- 
borough, Chief Justice of England, Gen- 
eral Havelock of the Indian Mutiny, and 
the immortal William Makepeace Thacker- 
ay. 

It is Colonel Newcome you go to see at 
Charterhouse on Founder’s Day. Then 


there is a special service, one of the psalms 
selected being the thirty-seventh, and we 
hear : 

**23. The steps of a good man are 
ordered by the Lord: and he delighteth in 
his way. 

**24. Though he fall, he shall not be 
utterly cast down: for the Lord upholdeth 
him with his hand. 

**25. I have been young, and now am 
old; yet have I not seen the righteous for- 
saken, nor his seed begging bread.’’ 

When you come to this verse, look to- 
wards the company of black-coated pen- 
sioners and there you will see Thomas 
Newcome. Let your heart well up; check 
not your tears. There is no mistaking the 
most gallant gentleman in all the world’s 
literature. His Order of the Bath is on 
his breast. In this Almshouse, it is or- 
dained that a life all love, and kindness, 
and honour shall end. Here is a place for 
an old fellow, when his career is over, to 
hang his sword up, to humble his soul, and 
to wait thankfully for the end. And the 
story of that end will never end. ‘‘And 
just as the last bell struck, a peculiar 
sweet smile shone over his face, and he 
lifted up his head a little and quickly said, 
‘Adsum!’, and fell back. It was the word 
we used at school when names were called; 
and lo, he, whose heart was as that of a 
little child, had answered to his name, and 
stood in the presence of the Master.”’ 

To know London you must love London. 
**You must become a pilgrim and a wan- 
derer for her sake,’’ says Edwin Pugh. 
‘*You must take your staff and scrip and 
gird up your loins and explore the mighty 
capital of the world . . . but only as a 
butterfly, on fluttering wing, explores the 
mazes of a garden into which it has been 
born, without any plan or purpose or 
definite goal.’’ (The City of the World. 

In some of my butterfly flights I have 
had many delightful experiences. During 
a visit in 1933 I had the good fortune to 
meet the late Mr. Garnsey, who was then 
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legal officer at Australia House. I was able 
to help him in some of his Australian 
taxation worries occasioned by the re- 
eently-introduced Sales Tax. For what 
little I did he showered kindnesses on me. 
He was a great authority on the statues of 
London, and under his guidance I was able 
to see most of them—good and bad—and 
to learn their story. But Mr. Garnsey 
would have his little joke. Pointing to the 
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statue of King George III near the Carlton 
Hotel in Pall Mall, he gravely told me of 
its origin. George Washington and his 
father, on a visit to London, stayed at the 
Carlton. On the morning after their arri- 
val Washington pére espied the statue 
from their bedroom window. He cried in 
horror, ‘‘Who did that?’’ And George re- 
plied, ‘‘Father, I cannot tell a lie; I did 
it with my little hatchet.’’ 


ON DATES 


I have purposely chosen the above head- 
ing to remind you of your school days. I 
want you to remember the never-ending 
stream of essays you wrote ‘‘on’’ some- 
thing or other—On my Last Holiday; On 
Milton; On Russia; On Bores. I suppose 
the ‘‘on’’ came from Hazlett, the Prince 
of On-Men. I have just taken down his 
The Plain Speaker and found that out of 
32 essays all but five are ‘‘on’’ something, 
the gem being ‘‘On the Pleasure of 
Hating.”’ 

My own experience with essays was 
somewhat peculiar. Our history master 
was a brilliant scholar whose career was 
hampered by laziness and a peculiar thick- 
ness of speech as the day wore on. I acci- 
dentally discovered the cause of the second 
disability. On one occasion I was sent to 
his room to be thrashed for some misunder- 
standing. Whilst waiting for him I noticed 
that he had a water bag near his window 
with two stoppers. It looked inviting, and 
I decided to help myself. The bag was well 
above my head; I poured some of the con- 
tents into an enamelled pannikin and, as 
time was pressing, I hurriedly drank. It 
was neat whisky. The thrashing was a 
mild affair compared with the punishment 
I received from that water bag. This is the 
first time I have ever divulged the exis- 
tence of a neat device of a lemonade bottle, 
containing the whisky, being inserted on 
one side of the water bag with the top 
emerging to form the second stopper. 

The master set us many biographical 
essays, always warning us that we would 
eat from the mantelpiece for days if we 
cribbed from Ransome, Green, or any of 
the other text books. I turned in some 
brilliant essays, all cribbed, unknown to 
him, from my grandfather’s Old England’s 
Worthies, by Lord Brougham. This volume 


has gone through four generations of my 
family, and now awaits my grandson’s 
pleasure. 

I built up a fine reputation as a budding 
historian. In fact, the master used my 
essays as models, too lazy to give us any 
of his own work. All went well until one 
day he demanded an essay ‘‘on’’ Prynne, 
an obstinate lawyer in the reign of Charles, 
the Martyr. All I could remember was 
that he had had his ears cut off twice, and 
whilst I played up those ears for all they 
were worth, the essay was a miserable 
failure, for the simple reason that Prynne 
is not mentioned in Old England’s 
Worthies. The things that master said to 
me have made Prynne an object of dislike 
to this day. 

I owe a great debt to that master. Even 
when under the influence of the water bag 
he made history a delight. With scarcely 
a break I have never ceased reading his- 
tory, particularly that of England. I have 
passed through the magic doors of count- 
less histories and stepped into wondrous 
rooms, fought many a battle on land and 
sea, travelled ‘‘in the realms of gold and 
many goodly states and kingdoms seen.’’ 
As a by-product, I learned the art of precis 
writing, from which the Commissioner of 
Taxation and I, as a joint venture, have 
earned several thousands of pounds. 

The instant note is the worst possible 
example of precis writing, as I have taken 
too long to come to the point. I really 
started to write ‘‘on’’ dates, but got 
carried away by taking from its shelf Old 
England’s Worthies. Reading it again 
brought back a flood of memories. 

Dates are somewhat of a nuisance to 
most readers of history. For general read- 
ing I find a few suffice as landmarks. For 
example, the outstanding date in post 
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Roman times is Christmas Day 800, when 
Charlemagne was worshipping in St. 
Peter’s Church and the Pope unexpectedly 
set a crown upon his head and saluted him 
as emperor of the Romans. Again, in 
English history, if we begin, as most do, 
with 1066, we can select 1215 (Magna 
Carta), 1314 (Bannockburn)—if you are 
one of the touchy English, you can substi- 
tute Cresy (1346) for Bannockburn), 1415 
(Agincourt), and 1485 (Bosworth Field). 
The five dates are sufficient to guide us 
through medieval England. 

If, however, you decide to adopt a 
period as your own—and this you will 
surely do if you read intensively enough 
—it is necessary to erect signposts at much 
shorter distances. Thanks to the influence 
of Samuel Pepys, whom I met at adoles- 
cence, I spent some 20-odd years in the 
seventeenth century. I found recently in 
one of the volumes of Macaulay’s history 
the following list of dates I had selected as 
signposts : 

1599 Oliver Cromwell born 

1600 Charles I born 

Charter granted by Elizabeth to 
East India Company 

The Gunpowder Plot 

Pilgrim Fathers sailed at Plymouth 

Charles I came to throne 

Charles II born 

Massachusetts 
settled 

Decisive battle of Naseby won by 
New Model Army 

Charles I murdered 

Cromwell conquered the (Southern) 
Scots 

Charles II came to throne 

Great Plague of London 

Treaty (a secret treaty) made by 
Charles II with Louis XIV. 


1605 
1620 
1625 
1630 
Bay 


colony was 


1645 


1649 
1650 


(The dirtiest job in English his- 


tory.) 
Charles II died 


William and Mary called to throne 


(James IT fled England in De- 
eember, 1688). 
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1690 Presbyterianism restored in Scot 
land ; 
Battle of the Boyne 
The Licensing of the Press Act ex) 
pired and was not renewed) 
(see End Pages, April, 1949)4 
1715 The First Jacobite Rebellion 
1745 The Second Jacobite Rebellion 
There are two peculiar features about) 
this list. From childhood I remembered 
that Charles II was born in 1630, came t 
the throne in 1660, and died in 1685. This 
coincidence of noughts and fives eventually 4 
led me to compile the above list, as so many” 
other important events occurred in the 
noughts and fives. 
Note, however, that there are three sinig-9 
ter nines in the list—so sinister that if T§ 
had Stewart blood in me I should be very) 
wary of a year ending in a nine. Oliver 
Cromwell was born’ in 1599; Charles the? 
Martyr was murdered in 1649; James Il) 
was sacked in 1689. : 
I have tried to show that dates are not’ 
so fiendish when you become intimate with] 
them. They improve on acquaintance, par” 
ticularly if those chosen bear some rela 
tion to each other, as witness the link be 
tween 1215, 1314, and 1415 quoted earlier™ 
in this note. Again, the same trick can 4 
sometimes be repeated. For example, the] 
noughts and nines happen to appear again © 
in the life of my favourite author, Macaw | 
lay, who was conveniently born in 180 
and died in 1859. If I read of the first Re @ 
form Bill as having been passed in 1832, 
I instantly recall that Tom was 32 then, 7 
in the full glory of his oratory and the¥ 
freshness of his prose. 
One of my 15 readers is a schoolmaster, § 
without a water bottle. I wonder what he 
will think of all this nonsense. 


The Perfect Squelch (6) 
Osear Wilde once sent back the manu 
script of a play with the following letter: 
‘My dear Mr. Smith, 

I have read your play. Oh! my deat> 
Mr. Smith. 


1695 


Yours sincerely, 
Oscar WILDE.” 








